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shares by guarantee to de- 
liver all guaranteed shares 
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persons to exclude from 
their "net long position" 
those shares on which they 
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No. S/-23-84 - Comment 
Period Expires August 31, 
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34-21064, 34-21067, 34-21070, 34-21071, 
34-21072, 34-21073, 34-21074, 34-21075, 
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17 CFF Part 229 


[Release Nos. 33-6538; 34-21050; 35-23329; 
File No. S7-991] 


Eiectric and Gas Utility Industry 
Guides 


AGENCY: Securities and Exchange 
Commission. 


ACTION: Adoption oí Amendments to 
Industry Guides. 


SUMMARY: The Securities and Exchange 
Commission today authorized the 
adoption of an amendment to the 
Industry Guides relating to electric and 
gas utilities. The amendment will 
require electric and gas utilities who 
issue common stock at a price below 
underlying book value to disclose, 
where material, the extent of dilution, its 
causes and its effects on their business. 
Such disclosure will enhance 
understanding of their financial 
condition. 

EFFECTIVE DATE: July 20, 1984. 

FOR FURTHER INFORMATION CONTACT: 
Prior to effective date Elliot Pinta, (202) 
272-2589, Office of Disclosure Policy, 
Division of Corporation Finance, 
Securities and Exchange Commission, 
450 5th Street, NW., Washington, D.C. 
20549. After the effective date, Cecilia 
Blye, (202) 272-2573, Office of the Chief 
Counsel, Division of Corporation 
Finance, Securities and Exchange 
Commission, 450 5th Street, NW., 
Washington, D.C. 20549. 
SUPPLEMENTARY INFORMATION: The 
Securities and Exchange Commission 
today authorized the adopticn of 
amendments to Industry Guide 1 under 
the Securities Act of 1933 (the 
"Securities Act") ! and the Securities 


'15 U S.C. 77a et seq. 
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Exchange Act of 1934 ("Exchange Act") 
(the "Industry Guides" ).? Both Industry 
Guides pertain to registration 
statements and reports filed by electric 
or gas utilities. The Guides are 
amended to instruct registrants to 
disclose, in a format of their choosing, 
the extent of dilution resulting from the 
issuance of equity securities at a price 
below underlying book value per share, 
the reasons for the dilutive issuance and 
its effect on the registrant's business 
including its financing plans, pending 
construction and rate base. The 
Commission has determined not to 
adopt the proposed tabular 
reconciliations or to amend the 
Instructions to the "Management's 
discussion and analysis of financial 
condition and results of operations." 


I. Background 


On September 28, 1983,* the 
Commission published for comment a 
proposal to require both periodic and 
transactional disclosure of the effects on 
book value per share and earnings per 
share where electric and gas utilities 
issue equity securities at a price below 
underlying book value per share. The 
proposal was in response to a 
rulemaking petition filed by the 
California Association of Utility 
Shareholders ("CAUS"). The 
Commission proposed to amend the 
Industry Guides to require inclusion in 
registration statements under the 
Securities Act and periodic filings under 
the Exchange Act of a tabular 
reconciliation of pre- and post-issuance 
book value per share and earnings per 
share adjusted for dilution where equity 
securities are, or during the reporting 
period were, issued at a price below 
underlying book value. The Commission 
also proposed to include in the Industry 
Guides a precatory note instructing 
registrants that any material impact of 
dilutive issuances may necessitate a 
discussion in the "Management's 
discussion and analysis of financial 
condition and results of operations".* 

CAUS premised its proposal on the 
belief that book value disclosure was 
particularly relevant to shareholders of 
registrants subject to rate regulatory 


*15 U.S.C. 78a et seq. 

*The Industry Guides do not constitute 
Commission rules; they represent practices followed 
by the Division of Corporation Finance in 
administering the disclosure requirements of the 
Federal Securities laws. 

*Release No. 33-6482 (September 28, 1983) [48 FR 
44224] 

* Item 303 of Regulation S-K, 17 CFR 229.303. The 
Commission proposal differed in some respects 
from CAUS's petition. A discussion of that petition, 
as well as an explanation of the differences 
between the petition and the Commission's 
proposal, can be found in the proposing release. 


proceedings where the allowed rate of 
return is based on capitalization. In their 
view, a shareholder's real income is 
measured by the dividends received 
plus the change in book value per share. 
Where sales of shares below book value 
have taken place, equity is transferred 
from existing shareholders to new 
shareholders and real income, CAUS 
stated, can be significantly lower than 
reported earnings per share. Therefore, 
CAUS argued, adoption of the proposals 
was necessary to fully inform existing: 
shareholders and to alert rate regulators 
to the impact of dilution on 
shareholders' equity. 

At the same time, the proposing 
release noted that many doubts exist 
regarding the informational value of 
book value per share data to 
unsophisticated investors, as well as the 
validity of the asserted relationship 
between book value per share and a 
rate regulated entity's earnings per 
share. The Commission solicited 
responses to a series of questions 
addressing these uncertainties.* While 
not discounting the effects of dilution, 
the release stated that the question 
appears not to be one of disclosure 
versus non-disclosure but rather one of 
emphasis.” 


II. Discussion 


The majority of the commentators 
opposed adoption of the proposal. In 
particular, they questioned that aspect 
requiring inclusion of the proposed book 
value per share and earnings per share 
reconciliations in periodic or 
transactional filings.* 

The proposals' supportes argued, as 
did CAUS, that the tabular disclosures 
were necessary to fully inform 
shareholders and rate regulatory bodies 
of the effects of dilutive equity issuances 
on earnings. In their view, periodic 
earnings are overstated unless they take 
into account the effects of dilution. 

The commentators opposing adoption 
asserted that the information to be 
disclosed was of questionable value in 
investment decisionmaking to all but the 


* The questions concerned: (1) The value of book 
value data to investment decision-making; (2) the 
need for additional disclosure of book value data, if 
any: and (3) the scope and format of such additional 
disclosure, if any. 

"The proposing release noted that should any 
investor be interested in ascertaining book value, 
and comparing it to either issue price or book value 
in a pricr period, it can easily be obtained by simple 
arithmetic computation from figures already 
disclosed in prospectuses and annual reports. 

* The Commission received fifty-three comment 
letters in response to the proposal. The comment 
letters and à summary of the comments prepared by 
the staff are available for inspection and copying at 
the Commission's Public Reference Room, 450 Fifth 
Street, NW.. Washington, D.C., 20549. (See File No. 
S7-991) 
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most sophisticated investors and that 
the reconciliations were potentially 
misleading and inaccurate. In addition, 
these commentators questioned the 
validity of the asserted relationship 
between book value per share and 
periodic income as well as the ability of 
the proposed tables to accurately reflect 
the causes and consequences of dilution 
and dilutive stock issuances. At the 
same time, many of the same 
commentators noted that they already 
voluntarily provide some book value 
data to shareholders and discuss the 
causes and effects of dilutive issuances 
where those effects are material. 

In light of the above, the Commission 
has determined to amend the Industry 
Guides to require that registrants 
subject to those Guides discuss, where 
material, the extent, causes and 
consequences of dilution resulting from 
equity issuances. At the same time, the 
Commission has determined not to 
require inclusion of the proposed tabular 
reconciliations for book value per share 
and adjusted periodic earnings per 
share. 


A. Amendment to Guides 


Many registrant commentators, most 
of whom opposed adoption of the 
proposal, agreed with CAUS that 
utilities periodically have been required 


to issue equity securities at a price 
below book value and that, as a result, 
their existing shareholders' equity 
investment has been diluted. While 
questioning the need for mandatory 
disclosure of book value per share data, 
these commentators agreed that 
disclosure should be made of the 
material effects of dilutive issuances. 
The Commission agrees and has 
determined that disclosure, where 
material, of the extent, causes and 
effects of equity issuances at a price 
below book value will enhance a 
reader's understanding of the 
registrant's financial condition. 

The Commission has determined that 
the appropriate implementation of this 
disclosure requirement is through 
amendment to Industry Guide 1. The 
Commission has concluded that, as a 
consequence of the rate regulatory 
process, electric and gas utility book 
values bear a closer relationship to the 
economics of doing business than do the 
book values of nonregulated enterprises. 
As a consequence, a utility's dilutive 
issuances may assume greater 
significance. While dilutive equity 
issuances are not unique to the utility 
industry, nor universal even among 
utility registrants, utilities are subject to 
certain operating conditions—rate 
regulation; limitations un diversification; 


long-term construction commitments; 
singular emphasis on rate increases as a 
source of improved earnings—which do 
not pertain to registrants generally. 
Therefore, the Commission has decided 
to implement this disclosure 
requirement through amendment to 
Industry Guide 1. At the game time, the 
Commission notes thet, with respect to 
other registrants, facts and 
circumstances may warrant similar 
disclosure. 

Registrants may use a narrative, 
tabular or other format or combination 
of formats to present this information. 
The amendments require that the 
disclosure be provided in Securities Act 
and Exchange Act registration 
statements and in Exchange Act reports. 
The disclosure may be provided within 
those documents wherever the registrant 
deems most appropriate, either 
separately or in conjunction with other 
required information. 


B. Reconciliations 


The Commission has determined not 
to require inclusion of the proposed 
book value per share and periodic 
earnings per share reconciliations and is 
withdrawing that aspect of the proposa;, 
because it: (1) Is potentially misleading; 
(2) is premised on a direct relationship 
beiween periodic earnings and book 
value per share that is of questionable 
validity; and (3) confers undue 
prominence on the book value per share 
figure. 

The Commission also has determined 
not to adopt the proposed adjusted 
earnings per share reconciliation. The 
Commission believes that the 
reconciliation is misleading in that it: (1) 
Adjusts an inccme statement disclosure 
requirement, earnings per share, for 
changes in a balance sheet derived 
amount, book value per share, to 
produce a hybrid figure with no 
accepted accounting analogue; and (2) 
uses the term "dilution", in the context 
of earnings per share, in a manner 
inconsistent with that prescribed by 
Accounting Principles Board Opinion 
No. 15, Earnings Per Share. 


Ill. Regulatory Flexibility Act 


The Chairman of the Commission has 
certified in connection with the 
proposed amendments to the Industry 
Guides that, if adopted, they would not 
have a significant economic impact on a 
substantial number of small entities. 


IV. Statutory Basis 


The Commission hereby authorizes 
adoption of the amendments to the 
Industry Guides pursuant to its statutory 
authority under sections 7, 10 and 19(a) 
of the Securities Act of 1933 and 
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sections 12, 13, 15(d) and 23(a) of the 
Securities Exchange Act of 1934. 

As required by section 23(a) of the 
Exchange Act, the Commission has 
considered the impact that these 
rulemaking actions would have on 
competition and has concluded that they 
would impose no significant burden on 
competition not necessary or 
appropriate in furtherance of the 
purposes of the Exchage Act. 


List of Subjects in 17 CFR Part 229 


Reporting and recordkeeping 
requirements, Securities. 


Text of Amendments 


In accordance with the foregoing, the 
Securities Act Industry Guides and the 
Exchange Act Industry Guides are 
amended as follows: 


Securities Act Industry Guides 
Disclosure by Electric and Gas Utilities 


Guide 1. 1. Disclosure of Principal 
Sources of Electric and Gas Revenues— 
[Text unchanged from existing Guide 1]. 

2. In registration statements under the 
Securities Act registering equity 
securities for issuance at a price below 
underlying book value per share, 
describe, where material, the extent, 
causes and effects, if any, on the 
registrant's business including its future 
financing plans or capabilities and 
pending construction projects, resulting 
from such issuance. 


Exchange Act Industry Guides 
Disclosure by Electric and Gas Utilities 


Guide 1. 1. Disclosure of Principal 
Sources of Electric and Gas Revenues— 
[Text unchanged from existing Guide 1]. 

2. In registration statements filed on 
Form 10, reports on Form 10-K or annual 
reports to security holders pursuant to 
Rule 14a-3 where, during the reporting 
period, equity securities have been 
issued and sold at a price below 
underlying book value per share, 
describe, where material, the extent, 
causes and effects, if any, on the 
registrant's business including its future 
financing plans or capabilities, and 
pending construction projects, resulting 
from such issuance(s). 

(Secs. 7, 10 and 19(a) of the Securities Act of 


1933 and secs. 12, 13, 15(d) and 23(a) of the 
Securities Exchange Act of 1934) 


By the Commission. 
George A. Fitzsimmons, 
Secretary. 
June 15, 1984. 
Securities and Exchange Comraission 
Regulatory Flexibility Act Certification 

I. John S.R. Shad, Chairman of the 
Securities and Exchange Commission. 
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by certify pursuant to 5 U.S.C. 

)) that the proposed amendments to 
ndustry Guides set forth in 

rities Act Release No. 6538, if 
iulgated, will not have a significant 
omic impact on a substantial 

ber of small entities. The reason for 
certification is that the propesed 
ıdments only affect the Securities 

f 1933 and Securities Exchange Act 
34 filings of gas and electric utilities 
h, for economic reasons, are always 
ch size that they do not constitute 
ll entities" as defined in Securities 
f 1933 Rule 157 (17 CFR 230.157) 
securities Exchange Act of 1934 
0-10 (17 CFR 240.0-10). 


ed: June 14, 1984. 

.R. Shad, 

man. 

. 84-16474 Filed 6 19-84; 8:45 am] 
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17 CFR Part 240 
[Release No. 34-21049; Fila No. S7-23-84! 


Short Tendering Rule 


AGENCY: Securities and Exchange 
Commission. 


ACTION: Proposed rule amendment. 





SUMMARY: The Commission is proposing 
for public comment certain amendments 
to Rule 10b-4 under the Securities 
Exchange Act of 1934, the short 
tendering rule. These amendments 
would require those persons that tender 
shares by guarantee to deliver all 
guaranteed shares to the bidder and 
would, in most circumstances, require 
persons to exclude from their "net long 
position" those shares on which they 
have written exchange-traded call 
options. The amendments are intended 
to make the prohibition of short and 
hedged tendering more effective and 
complete. 


DATE: Comments must be received on or 
before August 31, 1984. 


ADDRESSES: Interested persons shculd 
submit three copies of their comments to 
George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 
Room 6184, 450 Fifth Street, N.W., 
Washington, D.C. 20549 and should refer 
to File No. S7-23-84. All submissions 
will be made available for public 
inspection at the Commission's Public 
Reference Section, Room 1024, 450 Fifth 
Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 

M. Blair Corkran, Jr. (202-272-2853) or 
Stuart D. Fishman (202-272-7376), Office 
of Legal Policy and Trading practices, 
Division of Market Regulation, 
Securities and Exchange Commission, 
450 Fifth Street, N.W., Washington, D.C. 
20549. 


SUPPLEMENTARY-INFORMATION: The 
Securities and Exchange Commission is 
publishing for comment amendments to 
Rule 10b-4 [17 CFR 240.10b-4] under 
Section 10(b) of the Securities Exchange 
Act of 1934 (the “Exchange Act"), 15 
U.S.C. 78j (b). Rule 10b-4 (the "Rule") 
was adopted by the Commission in 
1968 * for the purpose of prohibiting 
“short tendering”, i.e., tendering more 
shares than a person owns in order to 
avoid or reduce the risk of pro rata 
acceptance in tender offers for less than 
all the outstanding securities of a class 
or series. Recently, the Rule was 





' Securities Exchange Act Release No. 8321 (May 
2B. 1968), 33 FR 8209 (June 4, 1968). 


















































The Commissicn believes that the premium is small in relation to the value upon exercise of any exchange-traded 











































































































































































































































































































































































































































































































































































































a nended to prohibit hedged tendering arbitrageurs in turn tendered them and Committee reasoned that it would make the amount that could be realized if 100 و‎ task ین‎ be tho of the option due to its remaining life. In call options that the person has written Securities Exchange Act of 1934 
i.e. tendering and then selling a portion thus diluted the percentage of shares short and hedged tendering less of the tendered shares were sold in the Advisory Committee would be difficult most cases, of course, call options with an exercise price that is lower than Release No. 21050 / June 15, 1984 

of the tendered shares in the market, a accepted from those who tendered attractive if the securityholder, on market. Market professionals who can to administer and to enforce. The test written on a target security will be deep- the tender offer price or stated amount 

practice that was closely analo ous to without hedging.” whose behalf securities are tendered by borrow shares to deliver when the might impose a different standard for in-the-raoney because of the tender offer — of the consideration offered. Provided, 

short tendering ? The m En that The recent amendments were in guarantee, is required to deliver all option is exercised can as effectively every person who tendere and writes هی‎ Kouman datus و( زاس‎ E ; 

are being proposed today are تناس‎ accord with the recommendations of the securities so tendered rather than only hedge their tenders by writing call exchange-traded cull options on those Pars: raph (aS) also provides ¡hot e ip SEE 

to make the prohibition of short and Advisory Committee.” The Advisory the certificates for those —a options as they can by — nn securities because every person would tender made in accordance with the invalid solely because the status under 

hedged tendering more effective and Committee also recommended two lo be purchased by the o LI vr Further more, the resu Lor mare have a different level of market Rule will not become a short tender this paragraph of options that were 

complete and are generally consistent additional changes relating to Rule 10b- Commission believes that this . . professionals hedging their tenders in sophistication and would have varying solely because the status of options that written prior to tendering has been Securities Act of 1933 

with recommendations made by the 4 that the Commission is addressing requirement would make short tendering this fashion could be that more share judgments as to whether the call options were written prior to tendering has been changed by an increase in the 
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target securities with an exercise price EXCHANGE, ACT OF 1934 


reflecting the tender offer price. 
g price. The less than the tender offer price but 


delivered to the offeror.'? The Advisory Dated: June 15, 1984. 
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"When tendered securities are accepted on a pro accept 50% of the securities tendered. If A tenders underlying such options and therefore netted consideration is substantially below its "nente of creates. [FR Doc. 84-16481 Filed 6-19-84; 8:45 am] I Š 
rata basis, the offeror accepts only a percentage of his 200 shares and then sells 100 shares he will (January 25, 1984). Rule 17Ad-14 provides for against such person's position in that stated value.” or if the tender offer $240.10b-4 Short tendering BILLING CODE 8010-01-M 
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— vpn BL VU, OE OO LAM SA, 14 dicis Mb 1984 See Securities wam of the option wasu experience a loss in the ` Advisory Committee Report, Recommendation target's securities with an exercise price of $45 e in-tlie-morey 







Act Release No. 20581 (January 19, 1984), 49 FR 3064 — option's value when the tender offer expires. No. 47 at 50. 









* See note 2, supra. 
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CONS 


In the Matter of: 

Municipal Securities Rulemaking Board 
1150 Connecticut Avenue, N.W. 
Washington, D.C. 20036 


( SR- MSRB-84-8) 


ORDER APPROVING PROPOSED RULE CHANGE 


The Municipal Securities Rulemaking I 
March 16, 1984, submitted copies of a pro, 
pursuant to Section 19(b)(1) of the Securi 
of 1934 ("Act") and Rule 19b-4 thereunder 
cedures under MSRB rule G-12(g) for reclan 
dealer deliveries of municipal securities. 


The proposed rule change would revise 
describe the procedures and effects of a 1 
greater detail. (In general, a reclamatic 
of securities received by a party because 
ties were delivered or delivery was in son 
incomplete.) The rule change makes clear 
tion is accomplished by the recipient retų 
previously delivered, while a demand for r 
a request for return from the original del 
that only those securities on which a deli 
need be returned to accomplish a reclamati 
ment of a reclamation shall be accomplishe 
securities in "good delivery" form for thc 
reclamation or by return of the money prev 
time of the delivery being reclaimed, and 
reopens a "fail to deliver" on the reclain 
may be subsequently completed by a deliver 
"good delivery" form or by completion of a 


The proposed rule change also makes s 
the existing rules for reclamation of secu 
be lost, stolen, fraudulent, or counterfei 
rule change allows dealers to reclaim a pc 
ties reported to be lost, stolen, counterf 
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without waiting to reclaim all such securities at once. The 
Release No. 21055 / June 15, 1984 


dealer would be required to provide at the time of reclamation 
some evidence of the report it received that the securities 
have been lost, stolen, fraudulent, or counterfeit, and to pro- 
Po tA Q that the incident of loss or theft had occurred 
prior to the date of the delivery being reclaimed. 


See Yr Proceeding 
le No. 3-6373 


The MSRB has proposed this change in rule G-12(g) to 
provide additional guidance concerning reclamations, in part 
codifying Board interpretative positions. The proposed rule 
change also modifies the rule's application to lost, stolen, 
fraudulent, or counterfeit securities. The changes are intended 
to clarify reclamation procedures and strengthen protections 
against traffic in lost, stolen, fraudulent, or counterfeit 
securities. 

















In the Matter of - ORDER INSTITUTING PROCEEDINGS 
- PURSUANT TO SECTIONS 15(b) and 
š 19(h) OF THE SECURITIES 
RAYMOND JOHN MANZELLA ; EXCHANGE ACT OF 1934 AND 
۱ ORDER OF THE COMMISSION 
MAKING FINDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


other things: 














joard ("MSRB") on 
josed rule change 
¡ties Exchange Act 
to amend the pro- 
lation of inter- 


d 






Notice of the proposed rule change was given in Securities 
Exchange Act Release No. 20815, published in the Federal Register 
(49 FR 20397, May 14, 1984). The only comment received by the 
Commission was a copy of a comment submitted to the MSRB re- 
garding an earlier exposure draft of the proposed ruie change. 
This comment generally supported the proposed rule change; 
the two specific issues raised in the comment on the exposure 
draft of the rule change were addressed for the most part in 
the final proposed rule change filed by the MSRB. 


securities; 
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The Commission deems it appropriate that public pro- 
ceedings be instituted pursuant to Sections 15(b) and 19(h) of 
the Securities Exchange Act of 1934 ("Exchange Act") with respect 
to Raymond John Manzella ("Manzella"), formerly a registered 

representative with a broker-dealer. 


> rule G-12(g) to 
'eclamation in 
m is a return 
improper securi- 
ne other sense 
that (1) 2 reclama- 
irning securities 
eclamation involves 
ivering party: (2) 
very problem exists 
on; (3) that settle- 
d by substituting 
se received on the 
iously paid at the 
(4) that reclamation 
ed transaction which 
y of securities in 
| close-out procedure. 






























Accordingly, IT IS ORDERED that proceedings pursuant to 
Sections 15(b) and 19(h) of the Exchange Act be, and they are 
hereby, instituted. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to the MSRB, and in 
particular, the requirements of Section 158 and the rules 
and regulations thereunder. 





















II 












In anticipation of the institution of these administra- 
tive proceedings, Manzella has submitted an Offer of Settlement 
which the Commission has determined to accept. Solely for the 
purpose of this proceeding and any other proceeding brought by or 
on behalf of the Commission or in which the Commission is a 
party, respondent Manzella, admitting that he has been enjoined 
as described in paragraph III.C. of this Order, and without 
admitting or denying the findings set forth below, has consented 
to the imposition of the sanction contained in this Order. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be, and it hereby 
is, approved. 













































For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 17 C.F.R. € 200.30-3(2)(12). 


ness days; 


everal revisions to 
rities reported to 
t. The proposed 
rtion of securi- 
eit, or fraudulent 






III 














On the basis of this Order Instituting Proceedings and 
the Offer of Settlement submitted by Manzella, the Commission 
finds: 






George A. Fitzsimmons 
Secretary 


securities; and 


gated by the Federal Reserve Board. 
et al., Civil Action No. 84-1014MR. 
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A. From at least June 1981 through September 1981, 
Manzella wilfully violated Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder, in that, in connection with the purchase 
and sale of the common stock of Filmways, Inc. ("Filmways"), by 
the use of the means and instrumentalities of interstate commerce 
and of the mails, Manzella employed devices, schemes and artifices 
Co Gefraud, engaged in acts, practices and courses of business 
which operated as a fraud and deceit upon purchasers and sellers 
of the common stock of Filmways, and made untrue statements of 
material facts and omitted to state material facts necessary in 
order to make the statements made, in light of the circumstances 
under which they were made, not misleading, concerning, among 






































1. the placing of orders for securities with 
the intent not to make payment for such 





2. the tendering of payment for the purchase 
of securities with checks which were dis- 
honored because of lack of funds; and 







3. the placing of orders for securities with 
the intent not to make payments for such 
securities except from the proceeds from 
the sale of said securities; 


B. From at least June 1981 through September 1981, Manzella 
wilfully violated Section 7(f) of the Exchange Act and Regulation 
X of the Federal Reserve Board in that Manzella obtained, received 
and enjoyed the beneficial use of loans and extensions of credi: 
from brokers and dealers within the United States for the purpose 
of purchasing and carrying United States securities: 


1. without depositing into relevant margin accounts 
an amount of cash or securities equal to 50 per- 
cent of the current market value of the securi- 
ties before the expiration of seven full busi- 


2. without agreeing in good faith promptly to make 
full cash payment in relevant cash accounts 
when payment was due; and 


3. by placing sell orders for such securities prior 
to making payment for the purchases of said 






C. On February 29, 1984, Manzella was permanently enjoined 
from further violations of Sections 7(f) and 10(b) of the Exchange 
Act and Rule 10b-5 promulgated thereunder and Regulation X promul- 


SEC v. Raymond John Manzella, 





C.D. COL] 
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In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of Settlement submitted 
by Manzella. | 

































™ Accordingly, IT IS ORDERED that, effective as of the date of 
this Order Manzella be, and hereby is, barred from any association 
with any broker or dealer. 











By the Commission — 












George A. Fitzsimmons 
Secretary 









Securities Exchange Act of 1934 
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An order has been issued granting the application of the 
New-York Stock Exchange, Inc. to strike the common stock 
(no par value) of Tymshare, Inc. from listing and registration 
thereon. 
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THE MIDWEST SECURITIES TRUST COMPANY 
File No. SR-MSTC-84-04 
















ORDER APPROVING PROPOSED RULE CHANGE 












On May 16, 1984, the Midwest Securities Trust Company 
("MSTC") filed with the Commission a proposed rule change that 
would amend MSTC's By-laws to increase the number of MSTC 
directors. Specifically, the proposed rule change would 
authorize MSTC to increase its Board of Directors from seven- 
teen to eighteen. The additional director would be a qualified 
individual from the business community. Notice nf the proposed 
rule cnange was given in Securities Exchange Act Release No. 
20968. 1/ No letters of comment were received. 














































1/ 49 FR 21588 (May 22, 1984). 
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The Commission believes that this proposed rule change 
is consistent with the Act in general and with Section 
17A(a)(3)(C) in particular. Specifically, the Commission 
believes that increasing the number of MSTC directors to 18 
continues to provide for fair representation of participants 
in the selection of MSTC directors. 


Accordingly, IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change (SR-MSTC- 
84-04) be, and hereby is, approved. 


George A. Fitzsimmons 
Secretary. 


SECURITIES EXCHANGE ACT OF 1934 
“Release No.21058 /June 15, 1984 


In the Matter of 


American Stock Exchange, Inc. 
86 Trinity Place obi 
New York, NY 10006 


(SR-Amex-84-14) 


ORDER GRANTING TEMPORARY ACCELERATED APPROVAL OF PROPOSED RULE 
CHANGE 


The American Stock Exchange, Inc. ("Amex") submitted on 
May 21, 1984, copies of a proposed rule change pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 1934 (the 
"Act") and Rule 19b-4 thereunder, to enhance its existing 
AUTOPER system with an odd-lot feature known as AUTOPER ODD-LOT 
for the execution of market day orders under 100 shares. 1/ On 
June 8, 1984, Amex Submitted Amendment No. 1 to the proposed 
rule change to request temporary accelerated approval, pending 
final Commission action, in order to permit the Exchange to 
commence the AUTOPFR ODD-LOT program in the equities of up to 
three specialist units. According to the Exchange, this will 
enable Amex to make immediately available to its membership 
and the investing improved accuracy of processing of odd-lot 
orders in those equities. 





l/ Notice of the proposed rule change was provided by issuance 
of a Commission release (Securities Exchange Act Release 
No. 21006, May 31, 1984), and by publication in the Federal 





Register (49 FR 24190, June 12, 1984). 
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The proposed system would process applicable odd-lot orders 
whether received before or after the market opening. The orders 
would be automatically accumulated by security and routed to 
the applicable specialist for display on his AUTOPER touch- 
screen. The specialist could execute the orders via the touch- 
screen or remove the orders and execute via standard card input. 
The system automatically will total daily odd-lot volume for 
each security and apply odd-lot differentials, if any (as 
determined by the specialist), to each security. The Amex 
states that the proposed AUTOPER ODD-LOT will: (i) increase 
the order handling capability of the Amex's automated execution 
System, and (ii) provide for more accurate executions and 
reports of odd-lot orders. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to a national securities 
exchange, and, in particular, the requirements of Section 6 of 
the Act and the rules and regulations thereunder. 


The Commission finds good cause for approving the proposed 
rule change on a temporary accelerated basis prior to the 
thirtieth day after the date of publication of notice of filing 
thereof, in that Amex is currently ready to implement its 
AUTOPER ODD-LOT system on a limited basis, and has indicated 
that ics system will result in improved accuracy of processing 
odd-lot orders. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) of 
the Act, that the proposed rule change referenced above be, and 
hereby is, approved. 


For the Commission, by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-83-62 


Pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934 (the "Act"), 15 U.S.C. $78s(b)(1), notice is hereby 
given that on May 3, 1984, the Chicago Board Options Exchange, : 
Inc. ("CBOE") filed with the Securities and Exchange Commission 
the proposed rule change as described herein. The Commission 
is publishing this notice to solicit comments on the proposed 
rule change from interested persons. 


The proposed rule change would amend Article VI, ("Board 
of Directors") Sections 6.1 and 6.3(d) of the CBOE's Constitution. 
The proposed amendment to Section 6.1 ("Number, Election and 
Term of Office of Directors") provides that the terms of 
office of directors will expire at the first regular meeting 
of the Board of Directors following the annual election 
meeting. In its filing, the Exchange has noted that this 
amendment will serve tc assure that the terms of directors 
are consistent with the terms of the members of the Executive 
and other Exchange Committees. The Exchange is also proposing 
to add a new Section 6.3(d) ("Resignation, Disqualification, 
and Removal of Directors") to provide that if, for any reason, 
the number of floor directors falls below six, because of a 
failure of that director to maintain the qualifications for 
election to the Board, as specified in Section 6.1 of the 
Constitution, any vacancy will be filled at the next scheduled 
meeting of the Board of Directors with a member who qualifies 
as a floor director. According to the CBOE, the purpose of 
the proposed change to Section 6.3(d) is to insure that there 
are always a minimum of six floor directors, consistent with 
Section 6.1 of the Constitution which provides for the election 
of six directors. In addition, the Exchange is proposing to 
amend Section 6.3(d) to require that firm and public directors 
shall maintain the quaiifications for election to those 
offices and provides that the Board of Directors will be the 
sole judge as to whether qualifications have been maintained. 
The Exchange has noted that this amendment serves to impose 
a maintenance of qualifications requirement on all directors, 
rather than only on floor directors. 1/ The Exchange states 


———  — Rn s UU EEE 


1⁄ This provision was requested by the Commission in order to 
impose a uniform standard on all directors and was submitted 
by the CBOE to the Commission as Amendment No. 2, filed 
with the Commission on May 3, 1984. 
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that the proposed rule change is consistent with Section 6 

of the Act, in that it would provide for an orderly transition 
in the terms of directors, as well as insuring that a fair 
representation of floor members would be maintained on the 
Board. 


NS In order to assist the Commission in determining whether 


to~approve the proposed rule change or institute proceedings 

to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission within 21 
days after the date of publication in the Federal Register. 
Persons desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 450 Sth Street, N.W., Washington, 

D.C. 20549. Reference should be made to File No. 
SR-CBOE-83-62. 


Copies of the submission, all subsequent amendments, all 
written statements with respect to the proposed rule change 
which are filed with the Commission, and all written 
communications relating to the proposed rule change between 
the Commisison and any person, other thant hose which may be 
withheld from the public in accordance with the provisions of 
5 U.S.C. $552, will be available for inspection and copying 
at the Commission's Public Reference Room, 450 5th Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments also will be available for inspection 
and copying at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market Regulation 
pursuatn to delegated authority. 


George A. Fitzsimmons 
Secretary 
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eee EE Exchange Act of 1934 
Release No. 21060 / June 15,1984 


In the Matter of Application of the 


PHILADELPHIA STOCK EXCHANGE, INC. Findings and Order 


Granting Application 
for Unlisted Trading 
Privileges 


For Unlisted Trading Privileges 


Securities Exchange Act of 1934 


The Philadelphia Stock Exchange ("Phlx") has filed an j 
application with the Commission pursuant to Section 12 (f) (1) (B) 
of the securities Exchange Act of 1934 ("Act") and Rule 12f-1 
[17 CFR 240.12£-1] thereunder, for unlisted trading privileges 


in the following security which is listed on another nationai 
securities exchange: ۱ 


U.S. Air Group, Inc. 
Common Stock, $1 Par Value (File No. 7-7482) 


The Commission finds that approval of the Phlx application 
for unlisted trading privileges in this security is consistent 
with the maintenance of fair and orderly markets and the 
protection of investors. As a national securities exchange 
registered with the Commission pursuant to Section 6 of the 
Act, the Phlx is subject to the provisions of Paragraph (b) of 
that section, and to the Commission's inspection authority and 
oversight responsibility under Sections 17 and 19 of the Act 
and the rules and regulations thereunder. In addition, 
transactions in the subject security, regardless of the market i 
in which they occur, are reported in the consolidated transaction 
reporting system contemplated by Rule llAa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale information 
for the subject security should contribute to pricing efficiency 


——————————— U M 


_1/ Notice of this application was given by publication in the 


Federal Register (49 FR 22735, May 31, 1984). The 
Commission has received nc comments with respect to this 
application. 
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In these prcceedings ordered pursuant to Sections 15(b) and 19(h) of 
the Securities Exchange Act of 1934, as amended (Exchange Act) (Order for 
Public Proceedings in this matter was issued on June 13, 1983), Respondent 
James J. Keegan (Keegan) has submitted an Offer of Settlement (Offer) which 
the Commission has determined to accept. Solely for the purposes of this 
administrative proceeding and any other proceeding brought by or on behalf 
of the Commision or in which the Commission is a party, and without 


by his Offer, consents to the findings and imposition of the remedial 
sanctions set forth below: 







II. 











On the basis of the Order for Public Proceedings and the Offer 
submitted by Keegan, the Commission makes the following findings: 


A. Keegan willfully aided and abetted a registered broker-dealer in 
violating Section 15(c)(3) of the Exchange Act and Rules 15c3-1 and 15c3-3 
thereunder. 








B. Keegan willfully aided and abetted a registered broker-dealer in 
violating Section 17(a) of the Exchange Act and Rules 17a-3 and 17a-5 
thereunder. 












C. Keegan failed reasonably to supervise a person subject to his 
supervision with a view to preventing the violations by such person of Rule 
17a-3 promulgated under Section 17(a) of the Exchange Act. 


III. 


In view of the foregoing, it is in the public interest to impose the 
sanctions specified by Respondent Keegan in his Offer. 













admitting or denying the allegations and findings contained herein, Keegan, 
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A. Keegan be suspended from 


B. Keegan be suspended from 












or dealer, provided, however, that 


principal of a broker or dealer. 












date. 
















By the Commission. 



























Release No. 21066 / June 18, 


An order has been issued 
Midwest Stock Exchange, Inc. 


(95 par value) of MODINE MANU 
registration thereon. 
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IV. 


Accordingly, IT IS ORDERED that: 


association with a broker or dealer in 


any capacity for a period of 60 days. 


acting as a principal, officer, 


director, or employee of a broker-dealer, or owner of a non-publicly held 
broker-dealer, other than as a supervised employee in a non-supervisory 
capacity for a period of 12 months. 





C. Keegan be barred from acting as a financial principal of a broker 


at the end of 18 months Keegan may apply 


to the Commission for permission to work in the capacity of a financial 


This Order is to take effect from the first Monday following its 


George A. Fitzsimmons 
Secretary 










Securities Exchange Act of 1934 


1984 


granting the application of the 
to strike the common stock 
FACTURING COMPANY from listing and 

































































[Release No. 21067; SR-NYSE-84-2] 


Self-Regulatory Organizations; New 
York Stock Exchange, Inc.; Order 
Granting Partial Approval of Proposed 
Rule Change 


June 19, 1984. 


The New York Stock Exchange, Inc. 
("NYSE"), 11 Wall Street, New York, 
New York, submitted on April 23, 1984, 
copies of a proposed rule change 
pursuant to section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
"Act") and Rule 19b-4 thereunder, to 
authorize the opening of new series of 
index options at a new higher (or lower) 
exercise price when the index value 
climbs (or falls) to a value 2.5 points 
lower (or higher) than the highest (or 
lowest) exercise price then trading. 
Current NYSE rules require that the 
index value actually reach the highest 
(or lowest) exercise price then trading 
before new series at a higher (or lower) 
exercise price may be added. In 
addition, the NYSE proposes to permit 
the introduction of series of index 
options up to the beginning of the 
calendar month in which the options 
series expires. Thus, it would permit the 
addition of series that have as few as 16 
days left to expiration. Under current 
NYSE rules, new series of index options 
can only be added for options with at 
least 30 days left to expiration. 

Notice of the proposed rule change 
together with the terms of substance of 
the proposed rule change was given by 
the issuance of a Commission Release 
(Securities Exchange Act Release No. 
20911, April 30, 1984) and by publication 
in the Federal Register (49 FR 19426, 
May 7, 1984). No comments were 
received with respect to the proposed 
rule change. 

The NYSE has consented to an 
extension of time to August 31, 1984, for 
Commission action pursuant to Section 
19(b)(2) with respect to the portion of 
the filing that would allow the opening 
of new series of index options at a new 
higher (or lower) exercise price when 
the index value climbs (or falls) to a 
value 2.5 points lower (or higher) than 
the highest (or lowest) exercise price 





then trading.' The Commission, 
therefore, takes no action in this order 
with respect to that portion cf the filing. 


The remaining portion of the proposed 
rule change would allow the 
introduction of series cf index options 
with as few as 16 days left to 
expiration.? The NYSE argues that the 
current 30 day rule prohibits the 
exchenge from adding new exercise 
prices to the nearest term options, i.e., 
the ones with one month or less left to 
expiration. In the past, the Commission 
traditionally has been concerned about 
the introduction of new options series in 
already trading expiration months that 
would have only a short period to 
expiration. While recognizing the utility 
of at-the-money options for investors, 
the Commission has questioned the 
need to introduce such series in nearby 
(as well as further out) expiration 
months in response to price changes in 
the underlying stock that occur shortly 
before expire* an, particularly since 
there may be only limited liquidity 
because of the option's limited duration. 
At the same time, the Commission has 
recognized that options on stock indices 
have functioned as more short-term 


investment vehicles than options on 


individual stocks, particularly in its 
determination to permit index options to 
trade on a monthly expiration cycle.? 
For this reason, the Commission is 
satisfied that the benefits of making 
available to investors at-the-money 
index options in the expiring month, 
even if they have as few as 16 days to 
expiration, outweigh the concerns that 





1 See letter dated June 8, 1984, from James E. Buck, 
Secretary, NYSE, to Michael Cavalier, Division of 
Market Regulation, SEC. 

* Technically, the proposed rule change allows the 
introduction of new series of index options "other 
than for options expiring in the current month." 
Because options expire on the Saturday following 
the third Friday of the month, under the proposal no 
option could be added with less than 16 days to 
expiration. 

* See Securities Exchange Act Release Nos. 20201 
and 20414, September 20 and November 25, 1983; 48 
FR 43717 and 54308, September 26 and December 1, 
1983; where the Commission relied upon data 
indicating that trading in index options is 
concenirated in the nearest-to-expiration series to a 
far greater extent that is the case with individual 
stock options. While index options now expire in 
consecutive months, with the nearest term series 
never being more than 30 days away from 
expiration, individual stock options expire 
quarterly, su that the nearest term series is initially 
three months away from expiration. The cut-off date 
for the introduction of new exercise prices for 
individual stock options is 45 days before 
expiration. The instant proposal would, thus. make 
the cut-off date for the introduction of new exercise 
prices for index options in a sense symmetrical with 
the cut-off date used for individual stock options: 
both cut-off dates would be approximately the half- 
way point between the time when the option 
because nearest-to-expiratiun and the time when 
the option expires. 





such options series may prove illiquid. 
The Commission also finds that the 
introduction of series of index options 
with as few as 16 days left to expiration 
is unlikely to lead to any substantial 
proliferation of index options series.* 
The Commission finds therefore, that 
thia portion of the proposed rule change 
is consistent with the requirements of 
the act and the rules and regulations 
thereunder applicable to a national 
securities exchange and, in particular, 
the requirements of Section 6, and the 
rules and the regulations thereunder. 

It is therefore ordered, pursuant to 
Section 19(b](2) of the Act, that the 
above-mentioned portiom of the 
proposed rule change is approved. 

For the Commission, by.the Division of 


Market Regulation pursuant to delegated 
authority. 
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In the Matter of Application of the 


Findings and Order 
Granting Application 
for Unlisted Trading 
Privileges 


PACIFIC STOCK EXCHANGE, INC. 
















For Unlisted Trading Privileges 









Securities Exchange Act of 1934 










































he Pacific Stock Exchange ("PSE") has filed an application 
with the Cormission pursuant to Section 12(f) (1)(B) of the 
‚Securities Exchange Act of 1934 ("Act") and Rule 12f-1 [17 CFR 
240.12f-1] thereunder, for unlisted trading privileges in the | 
following security which is listed on another national securities 


exchange: 1/ 























Trans World Airlines, Inc., | 
Common Stock, $0.01 Par Value (File NO. 7-7481) 






















The Commission finds that approval of the PSE S application 
for unlisted trading privileges in this security is consistent 
with the maintenance of fair and orderly markets and the 
protection of investors. Asa national securities exchange 
registered with the Commission pursuant to Section 6 of y r 
Act, the PSE is subject to the provisions of paragraph (b) o A 
that section, and to the Commission's inspection authority an 
oversight responsibility under Sections 17 and 19 of the Act 
and the rules and regulations thereunder. In addition, ۹ 
transactions in the subject security, regardless of the mar ef 
in which they occur, are reported in the e is RUE ا‎ 
reporting system contemplated by Rule 11Aa3-1 under the Ac 
CFR 240.11Aa3-1]. The availability of last EINE LESER 
for the subject security should contribute to pricing efficiency 





























































i i i i j by publication in the 
1/ Notice of this application was given in 
— Federal Register (49 FR 22734 , May 31, 1984) . The Commission 
has received no camments with respect to this application, 
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and to ensuring that transactions on the PSE are executed at 
prices which are reasonably related to those occurring in other 
markets. Finallv, the Commission has received no comments 
indicating that the granting of this application would not be 
consistent with the maintenance of fair and orderly markets and 
the protection of investors. The Commission further finds that 
approval of the PSE application will provide increased 
opportunities for competition among brokers and dealers and 
among exchange markets consistent with the purposes of the Act 
and the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 12 )۶( (1) (B) 
of the Act, that the application for unlisted trading privileges 
on the Pacific Stock Exchange in the above named security .is 
hereby approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


Securities Exchange Act of 1934 
Release No. 21069/June 19, 1984 


A notice has been issued giving interested persons until 
May 18, 1984 to comment on the application of SHOWBOAT, INC. 
to withdraw its common stock ($1 par value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT CF 1934 
Release No. 21070 / Tune 20, 1984 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-84-19 


The American Stock Exchange, Inc. ("Amex") submitted on 
June 6, 1984, copies of a proposed rule change pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 1934 (the 
"Act") and Rule 19b-4 thereunder, to amend Amex Rules 300 and 
301 to require member firms to submit partnership agreements 
and amendments without the need for an Exchange request, and 
to amend Rule 341 to require member firms to receive Exchange 


approval only for those corporate officers authorized to legally 
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bind the corporation. 1/ In addition, the Amex would delete 
Rule 344 which currently prohibits the nominal employment of 
any person by a member or member organization because of the 
business obtained by that person. 


Publication of the submission is expected to be made in 
the Federal Register during the week of June 25, 1984. In 
order to assist the Commission in determining whether to approve 
the proposed rule change or institute proceedings to determine 
whether the proposed rule change should be disapproved, interested 
persons are invited to submit written data, views and arguments 
concerning the submission within 21 days from the date of 
publication in the Federal Register. Persons desiring to make 
written comments should file six copies thereof with the . — 
Secretary of the Commission, Securities and Exchange Commission, 
450 5th Street, N.W., Washington, D.C. 20549. Reference should 


be made to File No. SR-Amex-84-19. 














Copies of the submission, all subsequent amendments, all 
written statements with respect to the proposed rule change | 
which are filed with the Commission, and all written communications 
relating to the proposed rule change between the Commission and 
any person, other than those which may be withheld from the | 
public in accordance with the provisions of 5 U.S.C. $552, will 
be available for inspection and copying at the Commission's 
Public Reference Room, 450 5th Street, N.W., Washington, D.C. 
Copies of the filing and of any subsequent amendments also will 
be available at the principal office of the above-mentioned 


self-regulatory organization. 


For the Commission, by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1/ In its fiiing, the Amex indicated that each such corporate 
^ officer would be required to file an allied member 
application with the Exchange. 
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[Release No. 21071; SR-AMEX-84-17] 


a ona Organizations;‏ سیو 
merican Stock Exchange; Filing and‏ 
Order Granting Accelerated Approval‏ 
of Proposed Rule Change‏ 


June 20, 1984. 


Pursuant to section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
"Act"), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on June 7, 1984, the 
American Stock Exchange, Inc. 
(“AMEX”) 86 Trinity Place, New York, 
New York 10006, filed with the 
Securities and Exchange Commission 
the proposed rule change as described 
herein. The Commission is publishing 
this notice to solicit comments on the 
proposed rule change from interested 
persons. 

The proposed rule change would 
amend Amex Rule 904C to permit an 
increase in position and exercise limits 
for the Computer Technology Index 
("XCTI") from the current 4,000 contract 
limit to 8,000 contracts. Currently, the 
trading of narrow-based or industry 
index options on Amex is governed by a 
three-tiered position and exercise limit 
structure. Limits are set at 4,000, 6,000 or 
8,000 contracte, depending on the degree 
of concentration of the index.' The 


' See Amex Rule 904C. 


position and exercise limits adopted by 
Amex are identical to ones approved by 
the Commission for other exchanges 
trading narrow-based index options. 
Because a single component stock, 
International Busiress Machines 
("IBM") constitutes more than fifty 
percent of the value of XCI, the index is 
subject to a 4,000 contract limit, the 
lowest position and exercise limit 
applicable to narrow based index 
options. 

In its rule filing, Amex asserts that 
though XCI is presently being used in 
conjunction with numerous trading 
strategies (e.g., hedging portfolios 
composed of various computer 
technology stocks), the present position 
and exercise limits imposed on XCI 
prevent market participants from fully 
utilizing the index, and thus have 
hindered the development of the index. 

Originally, position and exercise 
limits for stock options were approved 
by the Commission to prevent the 
establishment of large options positions 
that might be used to manipulate the 
underlying market ta benefit the options 
positions.* In addition to this concern, 
the Commission's original approval of 
three-tiered position and exercise limits 
for narrow-based index options 
addressed concerns with respect to the 
potential use of narrow-based index 
options to circumvent limits applicable 
to positions held in options on 
individu :] stocks. The Commission 
continues to believe'that it is necessary 
to avoid conferring any regulatory 
advantage on narrow-based index 
options over individual stock options by 
approving position and exercise limits 
on narrow-based index options that are 
generally equivalent to those applicable 
to individual stock options. 

At its current price and weight in the 
index, one XCI contract confers an 
equity position equivalent to roughly 50 
shares of IBM. One IDM individual stock 
option establishes an equity position 
twice that large. Hence, the Commission 
does not find a doubling of the size of 
the XCI option position and exercise 

limits results in a competitive advantage 
over the IBM individual stock options 
contract. In addition, because of the 
substantial public float in IBM and the 
extremely deep and liquid markets that 


* See, e.g., Chicago Board Options Exchange, 
Incorporated ("CBOE") Rule 24.4(b); New York 
Stock Exchange, Inc. ("NYSE") Rule 704(c), and 
Philadelphia Stock Exchange, Inc. ("Phlx") Rule 
1001A. approved in Securities Exchange Act 
Release Nos. 20125, August 28, 1983, 48 FR 40046, 
September 2, 1983; 20663, February 17, 1984, 49 FR 
7171, February 27, 1984; and 20437, December 2, 
1983, 48 FR 55229, December 9, 1983, respectively. 

* See e.g., Securities Exchange Act Release No. 
19975, July 15, 1983. 


exist in IBM stock and IBM options, the 
Commission does not find that this 
proposal will result in materially 
increased manipulation or disruption 
concerns. ( 

Interested persons are invited to 
submit written data, views.and. 
arguments cencerning the praposed rule 
change within: 21 days:after the:date-of 
publication in the Federal Register. 
Persons desiring to make written 
comments should file six copies thereof 
with the Secretary of. the (Camsnission;. 
Securities and Exchange Commission, 
450 Fifth Street, NW., Washingjen, D.C.. 
20549. Referenee should be made. to File: 
No. SR-Amex-84-17. 

Copies of the submission, al 
subsequent amendments, all-written 
statements with respect to the proposed. 
rule change which are filed-with the 
Commission and all written 
communicatiens relating ta the preposed 
rule change between the-Commission 
and any persa other than'those-which. 
may be withheld from the public:in 
accordance with the provisions ef 5 
U.S.C. 552, will be available.for 
inspection and copying at the: 
ZI Public Refereace.Room, 
450 Fifth Street, NW., Washingion..D.C.. 
Copies of the.filing and of any 
subsequent amendments also. will be 
available far inspection and copying at 
the principal office of the .above- 
mentioned self-regulatory organization. 

The Commissien finds that the 
proposed rule change is consistent with 
the requirements of the Act and the 
rules and regulations thereunder 
applicable to a national securities 
exchange and, in particular, the 
requirements.of Section 6 and the rules 
and regulations thereunder. 

The Commission finds good cause for: 
approving the proposed rule change 
prior to the thirtieth day after the date of 
publication of notice of filing thereof, in 
that the rule change approved herein 
has been published in the Federal ` 
Register as part of SR-Amex-84-8 with 
adequate opportunity for pubfic 
comment.* No comment letters have 


, been received on that filing. 


It is therefore ordered, pursuant to 


Section 19(b)(2) of the Act.that the 


proposed rule change referenced above 
be, and hereby is, approved. 


For the Commission, by the Division of 
Market Regulation pursuant to delegated 
authority. 


George A. Fitzsimmons, 
Secretary. 


[FR Doc. 84-16984 Filed 6-25-84: 8:45 am] 
BILLING CODE 8010-01-M 


* See Securities Exchange Act Rel. No. 20946, May 
9. 1984: 49 FR 20965. May 17, 1984. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 21072 / June 20, 1984 


NOTICE OF FILING OF PROPOSED RULE CHANGES OF MIDWEST 
CLEARING CORPORATION AND MIDWEST SECURITIES TRUST COMPANY 


File Nos. SR-MCC-84-5 and SR-MSTC-84-5 


The Midwest Clearing Corporation and Midwest Securities 
Trust Company (together, "Midwest") on June 8, 1984, submitted 
proposed rule changes under Section 19(b) (1) of the Securities 
Exchange Act of 1934 which would authorize a dial-up telecom- 
munications option for Midwest participants. The dial-up 
option would allow Midwest's lower volume participants to ۱ | 
communicate directly with Midwest's computerized MST Communications 
System. The dial-up option is intended to provide an efficient 
and economical alternative to either conducting all communication 
with written documents or using a dedicated telephone line 
for electronic communication. The proposals contain detailed 
description of safeguards to prevent unauthorized access to 
Midwest computers via dial-up connections. 


Publication of the submissions in the Federal Register 
is expected during the week of June 25, 1984. To assist the 
Commission in determining whether to approve the proposed 
rule changes or institute proceedings to determine whether 
the proposed rule changes should be disapproved, interested 
persons are invited to submit written data, views and arguments 
concerning the submissions within 21 days from the date of 
publication in the Federal Register. Persons making written 
comments should file six copies with the Secretary of the 
Commission, Securities and Exchange Commission, 450 Fifth 
Street, N.W., Washington, D.C. 20549. Reference should be 
made to File Nos. SR-MCC-84-5 and SR-MSTC-84-5. 


Copies of the submissions, all subsequent amendments, all 
written statements with respect to the proposed rule changes | 
which are filed with the Commission, and all written communications 
relating to the proposed rule changes between the Commission 
and any person, other than those which may be withheld from 
the public in accordance with the provisions of 5 U.S.C. 

6552, will be available for inspection and copying at the 
Commission's Public Reference Room, 450 Fifth Street, N.W., 
Washincton, D.C. Copies of the filings and of any subsequent 
amendments will also be available at the principal office of 
the above-mentioned self-regulatory organizations. 


For the Commission, by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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(Release No. 21073; Fila No. SR-PCC-84-8] 


Pacific Clearing Corp.; Filing and 
Immediate Effectiveness of Proposed 


Rule Change 


June 20, 1984. 

Pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
“Act''), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on June 11, 1984, the 
Pacific Clearing Corporation ("PCC") 
filed with the Securities and Exchange 
Commission the proposed rule change 
as described herein. The Commission is 
publishing this notice to solicit 
comments on the proposed rule change 
from interested persons. 

The proposed rule change amends 
PCC's fee schedule to include charges 
for pick-up and delivery services ' 
performed by PCC's New York City 
branch office.? PCC further states that 


! The "New York Pick-Up.and Delivery Service” 
enables PCC members and participants of the 
Pacific Securities Depository Trust Company 
("PSDTC"-PCC's sister clearing agency and 
affiliated depository) to instruct PCC to make 
deliveries to or from PCC's New York City branch 
office. 

t See File No. SR-PCu -84-5, Securities Exchange 
Act Release No. 20877 (May 18, 1984), 49 FR 22430 
(May 29. 1964) (authorizing PCC to open a new 
branch office at 40 Broed Street, 19th Floor, New 
York, New York 10004, to provide services, 
inchrding pick-up and delivery services, to PCC 
members and PSDTC participants). 


the new fees are intended to permit PCC 
to recover its costs for performing the 
New York Pick-Up and Delivery 
Service.? PCC states that the proposal is 
consistent with Section 17A of the Act 
in that the proposal will provide for the 
equitable allocation of reasonable fees 
among PCC's members.* 


The foregoing change has become 
effective, pursuant to Section 19(b)(3)(A) 
of the Act and subparagraph (e) of 
Securities Exchange Act Rule 19b-4. At 
any time within 60 days of the filing of 
such proposed rule change, the 
Commission may summarily abrogate 
such rule change if it appears to the 
Commission that such action is 
necessary or appropriate in the public 
interest, for the protection of investors, 
or otherwise in furtherance of the 
purposes of the Act. 


Interested persons are invited to 
submit written data, views and 
arguments concerning the submission 
within 21 days after the date of 
publication in the Federal Register. 
Persons desiring to make written 
comments should file six copies thereof 
with the Secretary of the Commission, 
Securities and Exchange Commission, 
450 Fifth Street, N.W., Washington, D.C. 
20548. Reference should be made to l'ile 
No. SR-PCC-84-8. 


Copies of the submission, all 
subsequent amendments, all written 
statements with respect to the proposed 
rule change which are filed with the 
Commission, and all written 
communications relating to the proposed 
rule change between the Commission 
and any person, other than those which 
may be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission's Public Reference Room, 
450 Fifth Street, N.W., Washington, D.C. 
Copies of the filing and of any 
subsequent amendmentrs also will be 
available for inspection and copying at 
the principal office of the above- 
mentioned self-regulatory organization. 


? The new fees are as follows: 

New York Pick-up and Delivery Service: 

$6.00 per pick-up or delivery in downtown 
Manhattan. 

$10.00 per pick-up or delivery elsewhere in New 
York City if performed by PCC. 

Pass-through of costs of outside courier or 
messenger service. 

$8.00 per rejected item for delivery to third-party. 

! See Section 17A(b)(3)(D) of the Act. 


For the Commission, by the Division of 
Market Regulation pursuant to delegated 
authority. 

George A. Fitzsimmons, 
Secretary. 

[FR Doc. 84-17131 Filed 6-26-84: 3:45 am] 
BILLING COOE 0010-01-M 


(Release No. 21074; SR-NASD-84-8] 


National Association of Securities 
Dealers, Inc.; Order Approving 
Proposed Rule Change 


June 20, 1984. ۱ 

The National Association of Securities 
Dealers, Inc. ("NASD"), 1735 K Street, 
N.W., Washington, D.C. 20006, ` 
submitted on April 27, 1984, a proposed 
rule change pursuant to Section 19(b)(1) 
of the Securities Exchange Act of 1934 
("Act") and Rule 19b-4 thereunder to 
amend Article III, Section 10 of its Rules 
of Feir Practice which limits the dollar 
amount that a member, or person 
associated with a member, may give to 
any person when the payment or 
gratuity is given in relation to the 
business of the recipient's employer. The 
amount is being raised from $25 to $50. 

Notice of the proposed rule change 
together with the terms of substance of 
the proposed rule change was given by 
the issuance of a Commission release 
(Securities Exchange Act Release No. 
20961, May 15, 1984) and by publication 
in the Federal Register (49 FR 21452, 
May 21, 1984). No comments were 
received with respect to the proposed 
rule change. 

The Commission finds that the 
proposed rule change is consistent with 
the requirements of the Act and the 
rules and regulations thereunder 
applicable to the NASD and, in 
particular, the requirements of Section 
15A and the rules and regulations 
thereunder. 

It is therefore ordered, pursuant to 
Section 19(b)(2) of the Act, that the 
above-mentioned proposed rule change 
be, and it hereby is, approved. 

For the Commission, by the Division of 


Market Regulation, pursuant to delegated 
authority, 17 CFR 200.30-3(a)(12). 


George A. Fitzsimmons, 
Secretary. 

¡FR Doc. 84-17130 Filed 6-26-84: 8:45 am! 
BILLING CODE 8010-01-M 
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For the Commission, by the Division of 
Market Regulation pursuant to delegated 








measures of performance under the pilot 
as well as evaluating its current 
procedures for the formation of new 
specialist posts. The PSE states that the 
proposed rule change in consistent with 
Section 6(b) of the Act in general, and in 
particular Sections 6(b) (5) and 6(b) (7). 

Interested persons are invited to 
submit written data, views and 
agruments concerning the proposed rule 
change within 21 days after the date of 
publication in the Federal Register. 
Persons desiring to make written 
comments should file six copies thereof 
with the Secretary of the Commission, 
Securities and Exchange Commission, 
450 5th Street, N.W., Washingtcn. D.C. 
20549. Reference should be made to File 
No. SR-PSE-84-10. 

Copies of the submission, all 
subsequent amendments, all written 
statements with respect to the proposed 
rule change with are filed with the 
Commission and all written 
communications relating to the proposed 
rule change between the Commission 
and any person, other than those which 
may be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission's Public Reference Room, 
450 5th Street, N.W., Washington, D.C. 
Copies of the filing and of any 
subsequent amendments also will be 
available for inspection and copying at 
the principal office of the above- 
mentioned self-regulatory organization. 

The Commission finds that the 
proposed rule change is consistent with 
the requirements of the Act and the 
rules and regulations thereunder 
applicable to a national securities 
exchange and, in particular, the 
requirements of Section 6, and the rules 
and regulations thereunder. 

The Commission finds good cause for 
approving the proposed rule change 
prior to the thirtieth day after the date of 
publication of notice of filing thereof, in 
that the pilot program is scheduled to 
terminate on June 30, 1984, unless 
extended. The Commission believes tnat 
extension of the pilot program until 
December 31. 1984 is appropriate in that 
it will permit the PSE to more thoroughly 
review its experience under the pilot 
program and to develop any necessary 
modifications to the program prior to 
requesting permanent Commission 
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AND EXCHANGE ACT OF 1934 
21075 / June 20, 1984 


[LING OF PROPOSED RULE CHANGE BY 
JCK EXCHANGE, 


written comments should file six copies thereof with the 

Secretary of the Commission, Securities and Exchange Commission, 
450 5th Street, N.W., Washington, D.C. 20549. 
be made to File No. SR-Amex-84-12. 


George A. Fitzsimmons, June 21 , 















Reference should 
Securities and Exchange Commission v. 


Inc., and Samuel Horlick., 


[FR Doc. 84-17132 Filed 6-24-84; 8:45 am] 
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Marsan Securities Co., 
































' Copies of the submission, all subsequent amendments, 1 
written statements with respect to the proposed rule change 
which are filed with the Commission, and all written communications 
relating to the proposed rule change between the Commission and 
any person, other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. $552, will 
be available for inspection and copying at the Commission's 
Public Reference Room, 450 5th Street, N.W., Washington, D.C. 
Copies of the filing and of any subsequent amendments also will 
be available at the principal office of the above-mentioned 
self-regulatory organization. 

















R- Amex-84-12) 

. The Securities and Exchange Commission has ordered public 
administrative proceedings under the Securities Exchange Act of 
1934 ("Exchange Act") against Marsan Securities Co., Inc. ("Reg- 
istrant"), a registered broker-dealer with its principal place of 


and Samuel Horlick 


[Release No. 21076; SR-PSE-81-10] 




























Pacific Stock Exchange, Inc., Filing and 
Order Granting Accelerated Approval 


("Amex") submitted on 
of Proposed Rule Change 


2rican Stock Exchange, Inc. 
384, copies of a proposed rule change pursuant to 
<( )1( of the Securities Exchange Act of 1934 (the 
"ule 19b-4 thereunder, relating to the Exchange's 
cialist performance allocation and reallocation 
Jursuant to Amex Rule 170 ("Registration and Function 
sts"). 1/ The Exchange is proposing thai in cases 
ırity has been relisted following a hiatus due cto 
vhere specified criteria are met, the security will 
sally allocated to the specialist who was previously 
as specialist in that security, without the participation 
ittee on Equities Allocations. 
ing to continue its policy of automatically allocating 
ly listed securities that are closely related to an 
security to the specialist in the currently listed 
ithout the participation of the Allocations Committee. 
Exchange is proposing to modify this policy when 
۱۶ partially-owned subsidiaries, spin-offs and 
¡ble senior securities of an existing listed security 
1, which the Exchange may deem to be less closely 
ı security in which the specialist is currently 

In such cases, the decision to subject the security 
11 allocation procedures or to assign it to the 
in the related security, will be made by the Allocations 
ased, in part, on an Exchange staff recommendation. 


business located in New York City, 


("Horlick"), President of Registrant. 






































Pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1954 (the 
“Act"), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on May 30, 1984, the 
Pacific Stock Exchange, Inc. (“PSE”), 618 
South Spring Street, Los Angeles, CA 
90014, filed with the Securities and 
Exchange Commission the proposed rule 
change as described herein. The 
commission is publishing this notice to 
solicit comments on the proposed rule 
change from interested persons. 

The proposed rule change extends the 
PSE's pilot program for the appointment 
and evaluation of specialists and the 
creation of new specialist posts ("pilot 
program") from June 30, 1984 to 
December 31, 1984. the PSE proposes to 
amend Section 1(1) and 11(t) of Rule II of 
the Rules of the Board of Governors of 
the PSE to reflect the pilot program's 
new scheduled expiration date of June 
30, 1984.! The Exchange has noted in its 
filing that it is requesting the six month 
extension in order to allow the PSE an 
opportunity to review its experience 

under the pilot program in greater detail 
and to provide it with an adequate 
opportunity to review proposed changes 
to the pilot program suggested by its 
members as weli as the Commission.” 
The PSE notes that Exchange 
committees will be reviewing the 
desirability of revising one or more o! 
the existing measures of specialist 
performance or adding additional 


The Order for Public Proceedings alleges that Registrant 
and Horlick wilfully aided and abetted the 
and 15(b) of 
(net capital rule), 
(recordkeeping rule), 


wilfully violated, 
violation of, 
the Exchange Act, 
(customer protection rule), 
(financial reporting rule), 17a-11 (supplemental reporting rule), 
(amendment cf Form BD) 


Sections i5(c), 
and Rules 15c3-1 



























































For the Commission, by the Division of Market Regulation 


pursuant to delegated authority. 
Fitzsimmons E (confirmation rule), and 15b3-1 
thereunder. 


Secretary 


George A. 











The Exchange is 










A hearing will be scheduled to determine whether the alle- 
gations against respondents are true, and if so, to decide what, 
if any, remedial action would be appropriate. 

















































































is intended to ease the implementation 
of the book-entry system by providing 
traders of project notes an opportunity 
to conform to the new system. 

In order to assist the Commission in 
determining whether to approve the 
proposed rule change or institute 
proceedings to determine whether the 
proposed rule change should be 
disapproved, interested persons are 
invited to submit written comments 
concerning the submission within 21 
days from the date of publication in the 
Federal Register. Persons submitting 
written comments would file six copies 
with the Secretary of the Securities and 
Exchange Commission, 450 Fifth Street 
NW., Washington, D.C. 20549. 
Comments should refer to File No. SR- 
MSRB-84-11. 

Copies of the submission and all 
related items, other than those which 
may be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission's Public Reference Room, 
450 Fifth Street NW., Washington, D.C. 
Copies of the filing and of any 
subsequent amendments also will be 
available at the office of the MSRB. 


[Release No. 21078; File No. SR-MSRB-84- For the Commission, by the Division of 


Market Regulation, pursuant to delegated 





















Self-Regulatory Organizations; Filing 
of Proposed Rule Change by the 
Municipal Securities Rulemaking Board 


George A. Fitzsimmons, 














[FR Doc. 84-17213 Filed 6-27-84: 8:45 am] 
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Th» Municipal Securities Rulemaking 
Board ("MSRB") on May 24, 1984, 
submitted copies of a proposed rule 
change pursuant to section 19(b)(1) of 
the Securities Exchange Act of 1934 
("Act") and Rule 19b-4 thereunder to 
amend the requirements of rules G-12(f) 
and G-15(d) to exempt transactions in 
public housing authority project notes 
(“project notes”) from automated 
confirmation and comparison 
requirements until January 1, 1985. 

The United States Department of 
Housing and Urban Development 
(“HUD”), the Federal Reserve Bank of 
New York, and the Bankers Trust ` 
Company recently have developed a 
system for issuing and trading project 
notes in pure book-entry form. Because 
CUSIP numbers have been assigned to 
these projects notes, they are subject to 
rules G-12(f) and G-15(d) pertaining to 
the use of automated systems for 
comparison and confirmation of 
transactions. The proposed rule change 









17 CFR Part 240 
[Release No. 34-21079; S7-24-84 | 


Two-Tier Tender Offer Pricing and 
Non-Tender Offer Purchase 
Programs—Advance Notice of 
Possible Commission Actions 


AGENCY: Securities and Exchenge 
Commission. 


ACTION: Request for public comment. 
















tion of the submission is expected to be made in 
Register during the week of June 25, 1984. 
ie Commission in determining whether to approve the 

le change or institute proceedings to determine 
proposed rule change should be disapproved, interested 
invited to submit written data, views and arguments 
.he submission within 21 days from the date of 

in the Federal Register. 





In order 






































' The Commission approved the adoption of the 
pilot program (SR-PSE-81-5) on May 27, 1981 
(Securities Exchange Act Release No. 17818, May 
27. 1981: 46 FR 30016, June 4, 1981). The term of the 
program was subsequently extended several times 
by the Commission. The Commission most recently 
approved an extension of the pilot program until 
June 30. 1984 in SR-PSE-84-1 (Securities Exchange 
Act Release No. 20542, January 10, 1984; 49 FR 1956. 
January 16. 1984). 

? The Commission staff has requested that the 
PS? provide the Commission with certain statistical 
informatiun in order to assist the staff in assessing 
the PSE's experience with the pilot program. In 
addition. the Commission has raised questions and 
concerns regarding various aspects of the pilot 
program. The PSE has stated in its filing that it 
intends to address these concerns in connection 
with the PSE's overall evaluation of the pilot 



















Persons desiring co make 

























SUMMARY: The Commission is studying 
two-tier pricing in tender offers and non- 
tender offer purchase programs. This 
review has evolved from 
recommendations proposed to the 
Commission by its Advisory Committee 
on Tender Offers. The Commission is 
requesting public comment cn these 







iange has previously filed and the Commission is now 
-ing Amex procedures for the evaluation of equities 

‚st performance and for the allocation and reallocation 
(SR-Amex-83-27; Securities Exchange 

48 FR 51992, 














































.y securities. 
ase No. November 4, 
It is therefore ordered, pursuunt to 

Section 19(b)(2) of the Act, that the 
proposed rule change referenced above 


be. and hereby is approved. 





' 17 CFR 200.30-3(a)(12). 
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QPY AVAILABLE 





Committee identified concerns with 


recommendations as well as on other 
proposals, issues and data described in 
this release. This initiative will assist 
the Commission in its review of the 
tender offer regulatory scheme. The 
Commission will review comments 
made in response to this release with a 
view toward possible rulemaking and 


legislative proposals. 


these practices and made proposals to 
address those concerns.? The 
Commission expressed reservations 
with those recommendations and has 
initiated a study of the issues in this 
area.* As part of the study, this release 
discusses concerns regarding two-tier 
bids and open market or privately 
negotiated purchase plans. It identifies 


DATE: Comments should be received on 
or before September 14, 1984. 


ADDRESS: Comment letters should refer 
to File S7-24-84 and be submitted in 
triplicate to George A. Fitzsimmons, 
Secretary, Securities and Exchange 
Commission, 450 Fifth Street, NW., 
Washington, D.C. 20549. The 
Commission will make all comments 
available for public inspection and 
copying iri its Public Reference Room 
450 Fifth Street, NW., Washington, D.C. 


20549. 


possible solutions to alleviate these 
concerns, including the Advisory 
Committee's recommendations, and 
requests pubic comment. 

Finally, as a further part of the 
Commission's study, the Office of the 
Chief Economist ("OCE") has compiled 
data regarding successful tender offers 
in calendar years 1981-1983. This study 
covers 91 any-or-all, 32 two-tier, and 25 
partial tender offers. The data show that 
the average premium for the any-or-all 
tender offers is 63.4 percent, compared 


FOR FURTHER INFORMATION CONTACT: 
Joseph G. Connolly. Jr. or Robert E. 
Burns, ((202) 272-3097), Office of Tender 
Offers, Division of Corporation Finance, 
or, regarding the Report that is an annex 
to this release, Gregg A. Jarrell ((202) 
272-7102), Chief Economist, Securities 
and Exchange Commission 450 Fifth 
Street, NW., Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: . 


I. Executive Summary 


with an average blended premium of 
55.1 percent for two-tier offers, and 31.3 
percent for partial tender offers. A 
closer comparison of any-or-all uniform 
premiums with two-tier blended 
premiums shows that 68 percent of the 
any-or-all offers have premiums above 
40 percent, while 72 percent of the two- 
tier offers have blended premiums 





Committee Report"). The Advisory Committee was 
established by the Commission to examine the 
tender offer process and other techniques for 


The Securities and Exchange 
Commission (the "Commission") is 
considering two practices in the change 
of control area that have raised serious 
concerns and have come under 
increased scrutiny. The first is an 
acquisition, initiated by a tender offer, 
where the per share consideration is 
higher for one portion of the shares to be 
acauired than for the other portion 
(“two-tier pricing" or a “two-tier bid”). 
The second is the acquisition of a 
significant percentage of stock through 
open market or privately negotiated 


purchases. 


acquiring control of public issuers and to 
recommend to the Commission appropriate or 
necessary icgislative and regulatory changes. See 
Release No. 34-19528 (February 25, 1963) [48 FR 
9111, March 3, 1983]. Members of the public may 
obtain copies of the Advisory Committee Report, on 
a one per request basis, by sending a self-addressed 
9x12 inch envelope with prepaid pustage of $3.20 
affixed, to Securities and Exchange Commission, 
Publications Section, Public Reference Branch, Stop 
1-2, 450 Fifth Street, NW., Washington, D.C. 20549. 

* Advisory Committee Recommendation 16 
proposed that a partial offer have a longer minimum 
offer period than a bid for all shares. That 
regulatory disincentive would tend to mitigate what 
the Committee saw as the coercive elements of 
partial and two-tier bids. Recommendation 14 
proposed that any acquisition resulting in total 


The issues surrounding two-tier 
pricing and non-tender offer acquisition 
programs have been focused recently by 
the Report of Recommendations of the 
Commission's Advisory Committee on 
Tender Offers.* The Advisory 





ownership of over 20 percent of the voting power of 
an issuer be made by tender offer. Such a provision 
was intended to assure equal opportunity for all 
shareholders be benefit from any premium 
assoc ted with a control acquisition, an 
opportunity the Advisory Committee believed was 
not available where control passed through a non- 
tender offer acquisition program. 

* The Commission considered all of the Advisory 


! A two-tier bid usually involves an acquisition 
that is accomplished in two steps. In the first step, 
the bidder uses a tender offer to buy, at a premium 
price and generally for cash, enough shares to 
establish a controlling position in the target. Once 
control is established, the offeror will take the 
second step in the acquisition. a merger of the target 
into the bidder or a subsidiary. freezing out minority 
shareholders with a forced acceptance of cash or 
securities valued at a lower price than the original 
tender offer. The second step merger generally is 
disclosed in the tender offer materials and usually 


involves securities of the bidder. 


Committee's recommendations at its open meeting 
on March 13, 1984. Chairman Shad testified as to the 
Commission's positions or, March 28, 1984 before 
the Subcommittee on Telecommunications, 
Consumer Protection and Finance of the House 
Committee on Energy and Commerce. The 
Commission is now engaged in a three part 
response to the Advisory Committee's Report: first. 
proposed legislation (see Tender Offer Reform Act 
of 1984 (H.R. 5693. 98th cong., 2d Sess. (1984)) 
submitted by the Commission to Congress on May 
21, 1984 and introduced on May 22, 1984}, second, 
proposed rulemaking: and third, further study on 


? Advisory Committee on Tender Offers, Report of 
Recommendations (July 8. 1983) ("Advisory 
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ove 40 percent. This study is attached significant position through open market tender offer.?! Above the 20 percent high as 30 percent. As noted b i 
; ۰ i i - y the | to a partial or two-ti ff th 
an annex to this release and provides f sis | ۳ ۱ ۱ or privately negotiated purchases. threshold. thie proposal would تالم‎ y I | | o a partial or two-tier offer when an and number of shares held and sought with target management 
mplete detailing of the sample studied و موی‎ vc ia no realistic means sufficient precision. In this regard, the appreciate the impact of the regulation Concern here is raised by the fact that concerns of a Am believe وه یز‎ fecal سنجمه ید بر جوز‎ a eg f United provide a mechanism for the 10. If a non-iender offer acquisition encouraged to tender in the first tier alternative any-or-all offer may have a by the bidder.? i re ainia n do ze - 
d de medad aed. m e “ E ince یول ا‎ d -y — — that any tender offer, on broader corporate control transfer where such purchases do not involve a market or privately negotiated purchase Kingdom, the City Code on d sahen coalescence of that estimate. | program occurs over a long period of when the offer price of the second tier is higher E all premium. A two-tier offer In general, tender offers may be execution of the first-tier. The first tier 
mmentators are requested to or blended, first and second step — e l in cd " no offer, issues. For instance, if two-tier bidding tender offer ' and where control passes programs unfairly and unevenly set and and Mergers (“City Code") imposes a RTT r = would permit < -- D = wege acquisitions are substantially lower (or nonexistent in offer in ge > E Se divided into two basic pup depending usually is for controlling interest in the 
mment upon the OCE Report and for the target is too low.’ er of c on or is restricted, will there be fewer bids. as a result of the purchases, there are distribute control premiums. The general obligation to make an offer for --— € PR cor y disclosed, are there still adverse partial offers). We compare the overall tender to a hich fi m = whether prorationing is a factor in target firm and almost always offers 
est further research directions. The EE pressure. The Commission requests made? Or, alternatively, will restrictions not the same substantive protections as recommendation is founded on the all shares if the amount owned or sought step acquisition within a specified consequences that require additional blended" prcmium in partial and two- >. er ° a high first tier to avoid a the bid. An any-or-all offer states that cash for the target shares. The second 
i ۱ Committee en Tende» Offers identified —— to address specifically on two-tier bidding simply force bidders would be present if the acquisition had premise that control is a corporate asset exceeds 30% of the outstan ding do C period " be of at least equal per share regulation? tier tender offers (a weighted average of T - Ae par د‎ tier. Though the bidder will buy any-or-all tendered tier is more likely to offer securities for 
Concerns With the Practices and us EE | cases in which two-tier bids have _ into pure partial tender offers with no been by tender offer. In a tender offer, and that shareholders should have an C f thi f I value. Under this proposal, a bidder 11. Should the regulatory scheme first- and second-tier premiums) to any- DINED would be better off on an shares of the target firm, as long as some he remaining shares after the cash first- 
commendations of the Advisory um A a m و ی یا‎ owed pressure ‚on shareholders which second step into which minority the bidder must provide disclosure equal opportunity to share in the P. Ciega cy P E | ی‎ make a partial ve offer. Any assure that the tender offer is the fastest — or-all premiums to determine relative 01 ze. 4 og d ve to the any- minimum conditions are met. In general, tier offer closes successfully. The first- 
i : ۱ is different than that present in other about t | i ; 2 ulation, which combines certain rther acquisitions within a specifi means to acqui i i i i or-aii otter rather than tendering to the onditi ini la i 
— on — Offers Advisory Committee considered these r alius. p veniam regida e توا‎ aged ER u. Ag IE" " "EE A coche hg dee a the policy elements of the Advisory period, aa years for ‘icon ching IER. دز ج یه‎ qose و سود مه‎ g deno wg ۳ two-tier offer, shareholders are not وی‎ bag ric ke ydo ha on EI i me FI M" 
Two-Tier Pricing concerns to be applicable to partial _ Second, assuming that the two-tier bid common for small target firms, while substantive protections of withdrawal, Commission expressed serious . Committee's Recommendations 14 and by merger, tender offer, or noa-tender 12. What would be the economic characteristics of partial and two-tier certain which offer will be accepted. A control. In an any-or-ail offer, the target second-tier offer is less than the first-ti 
The two-tier bid is a recent practice er a8 ی + و‎ paw is unduly coercive, the Commission is partial and two-tier offers predominate proration and the best price rule, and reservations about the Committee's 16, are similar to those already offer purchases, would only be consequences of a regulation that offers. Frequency of these offers over situation is created where shareholders shareholder knows that all of his offer on a per-share basis. ۹ 
at has evolved from the partial tender M — pr چا‎ paad pl ced —— that the two week extension among larger targets, as measured by make the offer to all shareholders. The proposal. Principal among the — A system that requires the permitted if the consideration was of at prohibited open market acquisitions time and possible rationale for such n" to the first tier of the two- tendered shares will be purchased at the An implicit two-tier offer lies between 
fer. The partial tender offer itself is would be substantially | n» of the minimum offering period for the the market value of equity. If two-tier tender offer procedure and regulations drawbacks with such a proposal is the tender offer to be used above a certain least equal value per share as that given above a certain threshold, and required offers are considered. ler bid because of fear of being forced offered premium as long as the minimum tke pure partial offer and the explict 
t new. As a bidding practice it has e edades y > a d — x m partial offer recommended by the bidding is restricted, will the will assure that market forces will price regulatory burden that it would place on threshold could increase the costs of in the first step partial tender offer. This that above that threshold any This memorandum is organized into to accept a lower second-tier offer if the conditions are met. two-tier offer. Though no second tier is 
en used for many years in a variety of an offer le all vd “full bid" 1 Thi AY ei enough ^ distribution of tender offers by firm size the premium and that this premium is all forms of acquisition that result in toe-hold acquisitions and restrict the proposal would mitigate against the acquisition be made by a tender offer? several sections. The first section is a bidder obtains control in the two-tier The second type of tender offer is one agreed to at the time of the original offer 
ya standing alone er às part of à "LU u da id”). 2 y e anani Currently, there is a timing change? offered to all shareholders. Those same more than percent ownership, even alienability of blocks. Moreover, a perceived coercive effects of both ` 13. Some reason that, from an brief overview of the criticism of partial offer. Commentators suggest that this in which the bidder states a maximum for control, a second tier ie revealed 
nee dinh di eh eye) eh TE ter E PA: e : LT = m p m Finally, the Commission believes € do not exist in ordinary open those where control is not the ultimate I that requires a tender offer for $e and two-tier offers by eliminating economic standpoint, the partial offer and two-tier offers. The second section همم‎ : coercive m — number of shares to be purchased in shortly after the execution of the offer. 
irket acquisition, followed by a partial soma dipos tb aviso of a tive fall bid ¢ : e ability of a bidder in a there is some idication that recent market or privately negotiated purchase objective. For instance, the proposal - all the shares above a certain threshold the price differential between the initial should always have a higher premium describes our data and empirical — O a er when the overall addition to a minimum condition. If the The second-tier price in implicit two-tier 
der offer. followed by a final merger.* bid " u -—— y- purchases -— the regulatory changes and proposals may programs which are regulated essentialy could inhibit such acquisitions as those Could limit partial ownership of ter.der offer and the second step take- i than the full offer. Assuming this is true, methodology. The third section wo-tier premium is not as attractive as offer is oversubscribed, the tendered offers is again generally lower than the 
| he ha + thy A mechs The ند‎ umapa nieces termination of the withdrawal rights. effectively reduce the appeal of two-tier from a disclosure standpoint. !* Thus, for investment or technology transfer companies, an economic consequence of out merger or the open market if the initial bid is two-tier priced, will considers some theoretical explanations existing or potential any-or-all offers. shares will be subject to prorationing. first-tier price and offers securities for 
der offers included in OCE's three- an extensi oT the offe barsa y 4 With a partial offer, purchases cannot pricing for bidders. Since the although it may have substantially the purposes by increasing the expense of uncertain limits. In addressing this absorption of minority interests. the high premium in the first step partial of partial and two-tier tender offers. The Our research focuses on identifying When the offer is executed under the target shares. The second-tier offer 
ae — — شوش‎ — © offering period fora commence until the expiration of the C ^er من‎ same effect as a tender offer, the open assembling such holdings and b alternative commentators are requested peci i tender offer necessarily force a fourth section relat irical partial and two-tier offers and prorationing, each tendering account h ften takes the f 
ar sample, 32 are two-tier offers, 25 partial bid beyond the current, 20 offer.!! Notwithstanding this disparity eem No gp o (Dec " be T d market or negotiated acquisition decreasing the alienability of blocks in if they believe a threshold is | — — subsequent competing bidder to use a information to the controversy. Section computing any-or-all, first-tier and the same fraction accepted. Pr orationing ° Central to ir ch is the 
s pes : M ۱ , elease No. cember 15, ay did k ' a x ۱ - ° e 5 : y ۱ 4 ; . . our research 18 the 
e partial offers and 91 are any p all er بمب‎ po — ^ sta weis. a - cer that it has 1982)), which eliminated the use of pp Um has the tendency to proceed excess of 20%. The proposal, which appropriate, to indicate at what level In addition to Advisory Committee two-tier bid, as opposed to a full bid. If five reviews multiple bidder contests. A blended premiums (which combine requirements insure that each target determination of premiums paid in the 
fers. Rece ntly, the partial offer I tn k hš ۳ yn of different discouraged bidders from using the two- multiple proration pools by requiri with the lowest control premium and to would represent a fundamental change they would place it and why. Recommendations 14 and 16, the so, why? If not, why not? summary and conclusion ends the lirst-tier and second-tier premiums). shareholder receives proportionate various categories of tender offers. The 
en amplified by the two-tier n E i IP — —— E " tier bidding strategy. Commentators are nat proration rights be extend a mg pass that premium to a selective group in the current system, could have The second proposal also derives . alternative pr oposals described in Part 14. It has been argued that the partial paper. These premiums are compared for share of the terms of the tender offer. premium of the any-or-all offer is simply 
—— و موم ی‎ a reducing the full bid i d pes y  Tequestenio address (his point throughout the offering period of any of shareholders.'? — significant impact on capital formation from the British system of regulation. Ill, and other specific inquiries in Parts offer can induce shareholders to accept Our study reveals these evidence of sharcholders accepting This second type of offer may be the precentage difference between the 
wer priced acquisition of the minority "+` š period andleaving specifically in their comment letters. ۵ partial offe, Duro has kaun û decline in Additional regulation of these and corporate governance. The Under the City Code, a letter of II and IIl, commentators are requested less than the best alternative. Is that characteristics of any-or-all two-tier and relatively low overall bids in partial or divided into several subgroups. A pure tender offer price and the pre-offer price: 
terests is disclosed in the first step p na p> on the current time Third, aside from questions about the ie whe of tao u attain’ Bh tinii acquisitions has been proposed form Advisory Committee itself transmittal by which target company to consider the following questions. ^. argument apt and if so, would a partial tender offers in 1981, 1982 and two-tier offers or indications of coercive partial offer we define as one in which | 
rtial tender offer.* | E edule. For instance, the minimum effectiveness of the proposal, the sie, Seo OCE p ۹ ۴ 22 time to time by the Commission ?? and acknowledged the difficult issues that shareholders respond to an offer must 1. Is two-tier pricing an acceptable requirement that target company 1983: behavior. In addition, the frequency of there is no announced second-tier offer (1) P, = (Pr-Pu4)/Py 
Concerns with two-tier pricing pivot e am v! mb e could be Commission in concerned with any A dvisory sten | Á d má de was addressed by the Advisory such a proposal would present, noting provide an opportunity to approve or means to induce tendering? shareholders approve a partial tender e Any-or-all offers are more frequent such offers ai.d the role of these offers in during the tender offer and no clean-up Where: | 
incipally around what many see as 1 A ffe N d — yy n the regulation that does not distinguish the oa qum 5 Kas mÀ endi Committee specifically. The Advisory its own “extended debate” on the disapprove sa aller for ine Qin all of 2. Is a two-tier offer coercive, and, if offer in the manner described in Part ۲1 than partial and two-tier offers (91 as takeovers are studied. It is hoped that merger of tender offer closely following Pa= any-or-all tender offer premium, 
ercion or pressure on shareholders to iue Arde = mie — pi -- 2 ^ Ape p The exchange offers s شمه‎ e Qm ید پد دیس‎ that ar " question. the outstanding shares.? The tender so, how = in what situations is it most resolve the predicament? opposed to 57). However, the incidence ir rur ot — پیب‎ E provide a the execution of the tender offer. E = price c - target zu mv 
nder into the first step cash tender 1 E al tender offer has long been an — c acquisition resulting in total ownership if be ñana d coercive i List of Sub ok اف تن سس‎ dibes | h high springboard for further discussion and Assuming the partial offer is for control u = pre-offer market price of target shares. 
requested to address this alternative accepted biddi tice which equal regulatory footing.** Under current over 20 percent of the voti f III. Alternative Proposals otter reply form thus permits the t of Subjects in 17 CFR Part 240 y ——— ov reserach : ۱ 
fer.” The alternative of not accepting pted ng practice which can T 20 p of the voting power o = shereboldee 1 | — 3. Does the partial offer with no stated among smaller targets while partial and off the target firm and is successful, a The premium of partial and two-tier 
` weder aliar b vius GSR Dei, = pene that of the Advisory serve valid business purposes.'* The دی موف‎ «e je de P an issuer be required to be made by a In addition to the proposals of the -— ha ae wenn in second step involve less certainty and Reporting and recordkeeping ge d w. suem Le ong II. Data and Methodology minority interest is left trading the target tender offers is more difficult to 
the offer is successful, the shares will ۳ Commission specifically requests h h i ۱ Advisory Committee and the legislative herehald i Ain d more coercion than the explicity two-tier "quirements, Securities. medium-size and-large targets firm's shares in the market. Following determine. The “blended” premium we 
ve to be sold in the lower priced, C = س‎ , —. aa سیف‎ A. — کی‎ found that the ped ey cr ti Wa شید با‎ oe c eee and rulemaking proposals of the dam سیب سل‎ bi " of x ff 4 bid, and if so, explain how? Dated: June 21, 1984 ۱ * Any-or-all offers ide higher hi Yom pope | ar اسیا‎ um the execution of the tender offer, il compute reflects the overall premium 
ha ommittee's concerns regarding two-tier appropri ier bide i at there was major disincentive programs constitute tender offers. See, e.g.. ission i 23 WEITER. us v OUS. i i isisa. Portal two-tier offers lacks empiri d at ho eine mias | ai 
cond step.* Given that pressure, it is and partial offers. At o irn! on > ELS hu nd. ina 4, using vore es وین‎ la e Wellman y Dickinson, 475 F.Supp. 783 (S.D.N.Y. err gta I " Second, the shareholder is permitted to siis o موب‎ d ی‎ nta E By the Commission. ; overall premium (63.4 percent) than the Although w evidence. es e q m — me » paid to all — shares, — de 
March 13, however, the Commission i k i tender offer, To the extent that 1979): S-G Securities, Inc. v. Fuqua Investment Co.. ape . vote for or against the offer. If a majorit ` egulating parta George A. Fitzsimmons, blended premiums in two-tier (55.1 i tment banking fi . ower tian the offer price. Ihis premium paid to each tier is weighted by 
" x — « ‚ it requests comments on hd 466 F. Supp. 1114 (D.Mass. 1978); Cattlemen's address two-tier bids and non-tender | Py offers, and, if so, how? i investment banking tirms and other trading price of the target shares is the fraction of shares receiving th 
See, e.g., Freund & Easton, The Three-Piece stated that it did not think the whether in is possible to formulate regulatory disincentives are reduced for Investment Co. v. Fears, 343 F.Supp. 1248 offer acquistion programs. The first of the shareholders vote against the 5. Is a partial offer inherently more — ees q — vm — gaa industry sources are very essentially the second tier of a partial premium. This blended remium i 
itor: An Alternative Approach to Negotiated Committee's recommendation is the best regulation that distinguishes between exchange offers, '* the Commission — would require a bidder to make a tender er the shares will be returned and the complicated than an offer for all shares, The Economics of Partial and Two-Tier i knowledgeable about partial and two- ^ offer applicable to pure parti a licit tw 
rporate Acquisitions, 34 Bus. Law. 1679 (1979). way to address these concerns. The partial end two-tier offers requests comment on whether bidders '* See 10(b) and 13(d) of the Securities Exchange offer for all the shar f ۱ bid will not be permitted to proceed. d. if ig i Tender Off blended poe» ure vay similar in tier offers, there has been no data ۱ | T ہا‎ : A «(Rr E 
Some, including certain members ofthe Commission's reservation is based on a Fourth, the Commission believes that may find it less necessary to structure wi tae نی‎ aa hall in eê maola uh Thus, in the case of a partial offer T p ] off ade “ty Á mg 1 er ee magnitude—72 percent of two-tier compiled to specifically address the t “ییاه‎ qua — هر‎ s - qu -— = a [^ er pa s. In a pure 
visory Committee, argue that even the pure o das th M wb a Î anch trent aod ct"). Section 10(b) is the general antifraud includi lici kaa partial oiter open longer than a full offer Concern over partial and two-tier premiums exceed 40 percent while 68 iri | liae ña thie i ender otter lor contro! with an offer for partial offer, the price of the remaining 
tial offer is a two-tier bidding strategy. where the 1 of points. 993 any restriction on two-tier prici must 149 wi | a hig casi nt e and a provision of the Exchange Act. Section 13(d) threshold. The ke determinant with this Inciudaing an exp icit two-tier price in ord . i h ۱ : " empirical questions arising in this issue. remaini ° 2 , : ` > 
u Beh under deed the second step First, the Commission is not satisfied — lower priced securities back end or requires certain disclosure within 10 days after an suggestion is the i of the trigger offer, a shareholder may tender shares ev a ito e pdas n wa. m — : bin inn’ poeson o upor goce e ws The Austin data base compiles all exoution vrbes rw ffer. I = on We n d ^-^ am. 
ho eiue eim. that the case for the supposed coercion "s Under Rule 14d-7 (17 CFR 240.14d-7) any whether bidders may have greater acquisition that results in a beneficial ownership of threshold. Various mw hans and vote against the transaction at the یه‎ prdne دس‎ ESA Securities and Exchange Commission's © The first-tier of a two-tier offer is tender offer filings at the Commission an تمه فقوتم‎ 8 dps + er. In T price. We express the blende 
The OCE Report computes the first- and second- in a two-tier bid has been made with person who has deposited securities in a tender flexibility to design other forms of two- more than 5% of an issuer's registered equity ranged fr ] same time. 5. If regulation restricted bidders to Advisory Committee on Tender Offers virtually equal to the overall premium of and provides details on offer terms and - ——— O T— 
„premium in two-tier offers to determine if first- offer heo a right to withdrew Quos shares for the tiae bide ——— at qu Commission ra 1479 ged from as low as 10 percent to as Tite sofort M — De i ze offers for all shares, noted those concerns and suggested an any-or-all offer at 63.5 percent. - target characteristics.! From this E the time of the first-tier offer, agrees (2) Pa = (Fx T.) + ((1—F) x T) 
r premiums encourage shareholders to tender into rst 15 business days of the tender offer. Thus, after ۲ 'Bis'ation that would empower it to close the 10 te: would this have a chilling effect on i š ۱ ; ; — a a n ۲ 
b ae ° So effective isthe pressure of the two-tieı bid, that, the bidder in an offer for all the oustanding 9 Open: Market ar Privately Neaotioted day window period in section 13(d). See H.R. 5693, !! See Advisory Committee Report at eliminate effectively the perceived iekeprer ottivity ond. 1 I wn — — — Recent However, the offer premium of partial base, we take all "successful" cash ° For our study, we augment the Austin data base Where: 
ds that the second-tier premium equals at least 80 S Rad u eorized, that it is possible for a two- securities may commence purchasing. Where the ۹ à y Negotiate 98th Cong., 2d Sess. (1984). That legislative proposal Recommendation 14 which provides as follows: No coercive aspects of the two-tier bid that 7 A — ۱ f egis ative proposais wou d severely offers is lower at 45.9 percent. offers (defined as those in which some with more detailed information from the Wall Street Pa = the blended price of the offer 
cent of the first-tier premium in over three- let a lower blended price to prevail overa offer is for less than all the shares, however, Rule Purchase Programs was in direct response to Advisory Committee person may acquire voting securities of an issuer, if, — h ked harehol ows conceptual matter, should hinder the use of partial or two-tier * Nearly three-fourths of the 32 two- target shares were purchased) in 198 Journal. In a few cases it was necessary to eliminate T,= the per-sh first-tier off ri 
rthe of the cases and most second-tier premiums higher priced offer for all the shares. This may result — 14d-8 (17 CFR 240.14d-8) requires proration rights to EU A Kecommendation 13. immediately following such acquisition, such person Msc qao qa A shareholder control" in any form be deemed a tender offers. Before regulatory changes tier offers have less th 20 t 2 ` TE, a tender offer from our sample due to lack of ee werner gn! ann 
equal to at least 90 percent of the first-tier س ی‎ - risk of proration in a two-tier offer is be extended throughout the offering period. The The second area the Commission 18 ۱9 For و‎ general discussion oí the impact on target would owz more than 20% of the voting power of who 18 not satisfied with the price of the corporate asset, and why? 26 if so for are pursued however a w. rehen i diff b wn ^ Y a percen 1982 and 1983. For these offers, We contemporaneous price — br co ^ — T; == the per share, second-tier offer price, 
‚mium. The average first-tier premium in two-tier - y the likelihood of shareholders tendering hidden, سس‎ cannot eommenes — enti studying involves the acquisition ofa shareholders of the open market or privately the outstanding voting securities of that issuer offer, in either the first or the second ubt lem af "control" is that dn i e , pre: sive 1 erence etween e first- and compile a data base detailing offer firm. Tendor offers were also excluded if they were F — the fraction of outstanding shares 
ers is 83.5 percent, and the average second-tier == Am cn ne the expiration of the offer because it cannot negotiated acquisition program, see Maiwurm & unless such purchase were made (i) from the step, but who feels compelled to tender t apt? P i economic analysis of partial and two- second-tier premiums. In contrast, less terms, pre- and post-offer prices of clean-up offers after the bidder had already — — demanded through the first tier of the 
mium is 47.1 percent. The average bid premium percentage of shareholders may not tender into determine the proration factor until the offer ربب و‎ Tobin, Beuchhead Acquisitions: Creating Waves in isssuer, or (ii) pursuant to a tender offer. The i most ap tier tender offers is required. In this than half of the 25 partial offers have target shares, and other inf | obtained control of the firm. A list of excluded offer, 
partial tender offers is 45.9 percent. The re 4 offer. On the basis of the 1881-1983 data in expires. "ine Ber «Ur m at the Marketplace and Uncertainty in the Regulatory Commission should retain broad exemptive power shares into the first step tender offer, 8. Should federal regulation be paper, we consider tender offers in 1981, — less than a 20 percent difference a sated | MM re offers is available upon request. Ti (T)-Py)/Py , 
mmiesion notes, however, that the OCE Report er _ "M — q evidence of a two-tier ? [n addressing this point, commentators should The Commission has نت‎ Framework, 38 Bus. Law. 419, 425-26 (1983). with respect to this provision. may at the same time protect his or her | structured around the premise that 1982 and 1983, and relate empirical id between th ff i d th — Ap Í— Mergers, as opposed to tender offers, are Ta = (Ta-Pu)/Pu , and 
Pes «ondas — 2 — p higher gelond offer for oll Sodan م‎ nha ۷ — the Advisory Committee recommended, new form, Form S-4, for ¿Á Guns i MM — yon pues a vr ” The question ی‎ e yr should be deemed position by voting against the offer. To "control" is a corporate asset, and, if so, information on partial and two-tier dis bots : Lm — ' Tender Offer Statistics, 1971-1963, Dougl specifically excluded from our sample. For example, Pu = pre-offer market price of target shares. 
arket professionals" or any other group O f OCER ۹ and the Commission concurred, that withdrawal busin , binati ۱ hich if ad structure that would require the use of a tender offer a corporate asset has been debated for some time. the extent that the market as a whole h f ai spe ۱ ۱ : la š TICE, ender fer otatistics, 1971-1953, Douglas in the complicated Martin Marietta/Bendix case, we 
"wc f a target may receive a 0 eport. hag daneen ۱ | j business combinations which, if adopted would for an acquisition above a specified threshold of nns Aud ` The Stockholder's Right to what system of regulation is most tender offers to the controvers i ' Austin & Associates, 3178 Republic Blvd. N., Suite 2. inclu, | ^ d "a Most of the needed data is readil 
prepertionstly high percentage of the first tier . - See —— Committee Report at " VEN at — tn nn > rn —— peus to beneficial ownership. See Roles E pon EQu de kawaka Ap 4 Sole Á Sho وه‎ AN 1 Concurs, the regulatory system would appropriate? surrounding them. d I. The Controversy Behind Partial and Toledo, Ohio 43615, 1984. g — + cud ene Ê r a a available. The tender offer price in ony 
mium. | | | — RÀ which provides as follows: Recommendation 17. The Commission will make disclosure t سم‎ to — à. di we deese w » 1979). These rules were not adopted. Rev. 505 (1965); Berle, “Control” in Corporate Law, ^ | 9. What are the principal benefits and Our attention is focused on the Two-Tier Tender Offers Wk... — 1 de v سوه‎ explicitly Marietta و‎ offer for Bendix and Bendix's offer for or-all offers (Pr) and the first-tier price 
The pressure based on price differential in the imum offering period for a tender offer for this the subject of a separate rulemaking proposal. No. 33-8534 (Mav 9 FR , the Commission proposed legislation that 58 Columb. L. Rev. 1212 (1958). See also Perlman v. See Rule 34 of the City Code. detriments to an o n market ۱ id š een "friendly" and "hostile" offers. In many Martin Marietta. United Technologies friendly : ihi ۰ f : 
Ind end dap adia ipa qium MR less ne all the outstanding shares of a class of ends c PEE He Se ií " | L. 20833). Another would have effected a similar result. See S. 3188, Feldmann, 219 F.2d 173 (2d Cir), cert. denied, 349 Sul eo سوب زیم‎ em rer n open mar et or premiums pal to target shareholders in In Release No. 34-21079, the cases. the target management has agreed to the tender offer for Martin Marietta is not included (Ti) in partial and two-tier offers is 
nsideration in the second step is securities whose — p approximately two Advisory Committee itself that partial tender offers sedes ae ove 人 bids - رن‎ " "ent. (1980). The legislation was not U.S. 952 (1955). permitted under certain circumstances. See Rule 27 Py negotiated acquisition program partial or two-tier offers as opposed to Commission describes the concerns bidding firm's offer terms. This is especially true in because no shares were purchased under it and sta ted in the terms of the tender offer. 
shot valus may be laos than stated value. dio longer than that prescribed for other tender are important to the economy. The Report cited six and receiving tenders prior lo the effective dnt of enacted. See a/so note 17. 2 See note 19. of the City Code. to obtain control? any-or-all offers. A predominant surrounding partial and two-tier offers. وگو وم یی‎ ge qe pep hy رم دی‎ ۸۱۱6۵ s merger with Bendix is also excluded since The fraction of outstanding shares 
> valuable roles for partial offers. See Report at pp. the registration statement will be the subject of a "a cet y — — offers are not Central to these concerns is that target re stated at the time of the first-tier offer no tender offer was involved. sought (F) is measured as the fraction of 
ee note 21. used is that target shareholders may be shareholders may be induced to tender 
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See Rule 14e-1 (17 CFR 240.14e-1). 24-25. sevarate rulemaking project. 

















SEC DOCKET/ 1132 — ; ۱ 
SEC DOCKET/ 1134 













„Cor "mms: nina : 
BES] COPY AVAN SEC DOCKET/ 1133 






SEC DOCKET/ 1131 


REST PADY AVAN ADE 
IM VI I y, ut [| ta? IL od be 


i 


7 ` ‘ 
" 1 > 
۰ " ` 
- ` 

y ۱ š > Y , ° à ` " ` ` ۱ 

P 1 1 š $ $ š ۰ a > x 

۰ 1 -= e á > 9 E ۰ 
5 ° , ' m ` 
۲ j i ° . : i ۰ ' 
| ۰ ۰ ` ° LÁ ` 
" ۰ i ` P ` á 
` ۹ ° °: Q í ; Š ` i ۳ 
` ` ` . Ld , < ` 
一 
Y w: دددد۵ د ۵ ۵ ۵ أ ح ۵ از‎ UNUM CN NICO Pon Ann | 





outstanding shares purchased in the first 
round of the tender offer. The pre-offer 
market price of the target shares (Py) is 
measured 20 trading days before the 
announcement of the initial offer of the 
contest. This earlier price is used to 
lower the probability that leakage of 
information about an impending tender 
offer has raised P, above its value in the 
case of no tender offer. 

The second-tier or clean-up price (Tx) 
is more difficult to determine. In cases 
where the second-tier offer is composed 
of securities, the actual security value 
may not equal that stated by the bidder. 
In implicit two-tier offers, the value of T, 
is not known until the second-tier offer 
is made. In pure partial offers, the 
second-tier price is essentially the post- 
offer trading price of the target shares. 
For uniformity in comparing these offers, 
we estimate T; in each type of offer as 
the market price of target shares 20 
trading days after the execution of the 
initial offer.* 


III. Why Bidders Use Partial and Two- 
Tier Tender Offers 


The formula for the blended premium 
of a partial or two-tier offer can be used 
to show that any partial offer has a 
matching any-or-all offer in which target 
shareholders receive the algebraically 
equivalent premium. For example, a 
two-tier offer of $20 for 50 percent of the 
outstanding shares and $10 for the other 
50 percent is algebraically equivalert to 
a uniform offer of $15 for any-or-all 
shares outstanding. The premium of the 
any-or-all offer ¿quals the blended 
premium of the two-tier bid. Total outlay 
to the acquiring firm is equal under 
these bids assuming both induce 100 
percent tenders. What are the economic 
differencea, then, between partial and 
two-tier offers and any-or-all offers, and 
why are partial or two-tier tender offers 
preferred by some bidders? Several 
explanations have been suggested: 

1. A partial tender offer leaves 
outstanding a minority equity interest in 
the targci fi:m with the value of the 
outstanding shares determined in a 
competitive exchange market. In its 
report, the SEC Advisory Committee on 
Tender Offers cites several benefits of 
partial offers in addition to those listed 
helow.* 


“in the case of exchange offers, it is especially 
important to use the market value of the target stock 
rather than the stated value of the securities offered 
Shareholders will base their decisions on the 
merket valve of the securities. not the value as 
stated bv the bidder 

* SEC Advisory Committee on Tender Otters. 
Report of Recommendotians, July 8 1983. np 24-25 


2. The acquirer wishes to limit the 
financial risk of the takeover bid. An 
any-or-all tender offer exposes the 
bidder to finanical risk because it is 
difficult to predict with precision how 
many shares will be tendered in 
response to a particular offer. The total 
outlay required to obtain control 
depends on the offer price and the 
number of shares purchased. Because 
the bidder must choose the offer price 
before he knows the number of shares 
tendered, and because an any-or-all 
offer requires the bidder to purchase all 
tendered shares as long as the minimum 
conditions are met, the total outlay for 
the bidder seeking control cannot be 
known precisely in advance. 

In contrast, a partial tender offer 
obligates the bidder to purchase only up 
to a pre-set maximum number of shares 
regardless of how many shares are 
tendered, as long as the minimum 
conditions are met. The partia! offer sets 
an upper bound on the total outlay 
required for control and eliminates this 
source of financial risk to the bidder.* 

3. A two-tier offer can increase the 
incentive for target shareholders to 
tender by offering a high first-tier 
premium and a relatively low second- 
tier premium. The greater the difference 
between the first-tier premium and the 
second-tier premium, the greater is the 
opportunity cost to target shareholders 
of not tendering if the offer succeeds. 
Under certain conditions, target 
shareholders can be induced to tender 
into a two-tier offer even though its 
blended premium is less than the 
uniform premium of an alternative any- 
or-all offer that is forthcoming. As 
identified by Professor Bradley, this 
situation is analogous to the classic 
prisoner's dilemma.’ 


* Uncertainty about how many shares will be 
tendered in response to an any-or-all offer can 
create coneiderable risk. For example, the total 
outlay for control doubles if 100 percent of 
outstanding shares are tendered compared with 50 
percent. In view of the large per share premiums 
offered and the large investinenis represented by 
many tender offers the incentive can be great for the 
bidder to put a ceiling on the total outlay required 
by the tender offer. 

' Michael Bradley, "Interfirm Tender Offers and 
the Market for Corporate Control,” Journal of 
Business, 1980, pp. 345-376. See especially pp. 355- 
356. The prisoner s dilemma is created by piacing 
two suspected perpetrators of a crime in separate 
rooms and presenting each with the following 
proposition. If you confess and your partner does 
not, he receives the harshest punishment and you go 
free. If he confesses and you do not, then vou 
receive the harshest punishment and he goes free If 
both confess. then both receive moderate 
punishment. The rational prisoner wil! cor ess to 
avoid the harshest punishment, even though no 
confession results in both going free. 


The prisoner's dilemma analysis as 
applied to two-tier tender offers is 
clearer with an example. Suppose a 
target firm with 1,000 outstanding shares 
has a market value of $10 per share 


before the tender offer, for a total equity 


value of $10.000. Assume that a bidder is 
willing to pay $5,000 above this market 
value for control of the target firm. 
Therefore, the bidder is willing to pay 
$15 per-share in an any-or-all offer. Let 
us further assume that there is a strong 
expectation that in the near future (say 
50 days) another bidder will offer $18 
per share through an any-or-all offer. 

Despite the expectation of a higher 
offer in the near future, the first bidder 
can fashion a two-tier offer to pressure 
target shareholders into responding 
while still paying only a $5,000 premium. 
Specifically, the first bidder offers $20 
per-share for 500 shares on a proration 
basis, and $10 per share for the other 500 
shares, to be paid after the first offer is 
executed. The blended price is $15, 
which equals the outlay in an any-or-all 
offer of $15 per share. 

Faced with this offer, each target 
shareholder will reason that: (i) If other 
shareholders tender, then I should 
tender to avoid receiving only $10 for 
my shares; (ii) if other shareholders 
hold, then I should tender to receive the 
first-tier price of $20 per-share, with 
little prorationing risk if the offer 
succeeds. This reasoning will lead 
rational shareholders to tender. The 
result holds even though all 
shareholders know that concerted, 
organized refusal to tender would be the 
best strategy since it would allow by 
assumption all to receive $18 per share 
in the near future from an alternative 
bidder. The prisoner's dilemma that is 
created by the two-tier offer causes the 
shareholders to accept the lower-valued 
offer heving a $15 blended price. 

We studied all control contests 
involving partial or two-tier offers in 
1981, 1982 and 1983 for evidence that 
any-or-all offers are disadvantaged 
relative to partial or two-tier offers in 
contests or that shareholders may be 
accepting a lower return by approving a 
partial or two-tier offer. As detailed in 
section V, there are no cases which 
support the suggestion that two-tier or 
partial offers can defeat competing any- 
or-all offers while providing lower 
premiums to target shareholders. Thus 
though theoretically a two-tier offer can 
force the acceptance of a lower-valued 
offer. we find no cases where this 
actually happened. 

4. Under SEC regulations in effect 
before December 15, 1982, a two-tier or 
partial tender cffer forced shareholders 
to commit to tender their shares earlier 
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than they would under an anv-or-all 


from the SEC's increase in the minimum 
offer period from 10 calendar days to 20 
business days in 1979. At the same time, 
the minimum period for the proration 
pool remained at 12 calendar days. 
Therefore, while an any-or-all offer gave 
target shareholders 20 business days to 
make their tendering decisions, the 
partial or two-tier offer forced target 
shareholders to decide within 10 
calendar days or forfeit their right to 
prorata acceptance of their tendered 
shares. 

Earlier commitments by target 
shareholders benefit the bidding firm 
because target shareholders have less 
time to consider alternatives or wait for 
additional offers. This advantage to 
bidders of prorated offers have been 
eliminated since December 15, 1982, 
when the SEC extended proration rights 
throughout the offering period. We 
measure a moderate reduction in the 
incidence of two-tier and partial tender 
offers relative to any-or-all offers 
following this rule change. 


IV. Empirical Results 
A. Frequency of Tender Offers 


Table 1 presents a breakdown by year 
and type of 148 tender offers in 1981, 
1982 and 1983. There are 91 any-or-all 
offers accounting for 61 percent of the 
total. There are 57 partial and two-tier 
offers accounting for the remaining 39 
p::rcent. The relative incidence of any- 
or-all offers is roughly constant across 
the three years, with a modest increase 
ot 66.7 percent of the total in 1983. Two- 
tier and partial tender offers accounts 
for at least one-third of the total in each 
of the three years. 


B. Size of Target Firms 


Table 2 reports the average size of 
target firms by type of tender offer. Any- 
or-all offers are used generally for 
smaller target firms than either two-tier 
or pure partial offers. Target firms of 
any-or-all offers average $113.7 million 
in total equity value, as measured using 
the pre-contest stock price times the 
fully diluted number of shares. In 
contrast, targets of two-tier offers 
average $631 million and targets of pure 
partial offers average $353.8 million. 

Tables 3a, 3b and 3c provide more 
detailed information on the distribution 
of target size by type of offer. Table 3a 
shows the absolute distribution of target 
size by type of offer and Table 3b 
reports the relative distributicn of the 
same information. These tables reveal 
that 87.5 percent of two-tier offers and 
60 percent of pure partial offers are for 
target firms of more than $40 million in 


equity value. On the other hand, only 
16.2 percent of any-or-all offers are for 
these larger firms. 

Table 3c reports the percentage of 
each type of offer in each class of target 
size. As the size of the target firm 
increases, two-tier and pure partial 
offers become increasingly prevalent 
and any-or-all offers play a lesser role. 
For target firms with less than S5 miilion 
in equity value, 93 percent of the 14 
tender offers made are any-or-all offers. 
For the very largest firme (more than 
$320 million in equity value), only 25 
percent of the 20 offers are any-or-all 
offers, while 75 percent are two-iier and 
pure partial tender offers. Clearly, two- 
tier and pure partial tender offers play 
an important role in takeover contests 
for medium-sized and large targets while 
any-or-all offers are used mainly for 
smaller targets. 


C. Premiums in Tender Offers 


1. Any-or-All and Blended Premium. 
The any-or-all and blended premiums 
for the three different types of tender 
offers are compared by year in Table 4. 
The three year average show that the 
mean premiums for any-or-ail offers is 
hughest at 63.4 percent, compared with a 
moderately lower blended premium of 
55.1 percent for two-tier offers. Partial 
offers yield a much lower blended 
premium of 31.3 percent. 

Through the average premium for any- 
or-all offers is higher than the average 
blended premium for two-tier offers, a 
closer look at the distribution of 
premiums (Tables 5a and 5b) reveals the 
similarity between the magnitude of 
any-or-all and two-tier premiums. For 
example, 72 percent of two-tier blended 
premiums are greater than 40 percent 
while 68 percent of the any-or-all offers 
exceed 40 percent premiums. Therefore, 
we do not find a substantial difference 
between any-or-all premiums and 
blended two-tier premiums. 

2. Bid Premiums. The bid premium is 
defined as the overall premium in any- 
or-all offers and the firs:-tier premium 
for tow-tier and partial offers. As shown 
in Table 6, the bid premium is virtually 
identical for any-or-all and two *ier 
offers at 63 percent. Tie pure partial 
offer premium is 45.9 percent. Referring 
back to blended premiums, it is clear 
that the blended premiums in two-tier 
and pure partial offers are less than the 
corresponding bid premiums. Clearly, 
the generally lower second-tier price 
pulls down the blended premium. 
especially for partial offers. 

3. First- Tier and Second-Tier 
Premiums. Table 7 divides the blended 
premiums of two-tier and pure partial 
offers into its components—the first-tier 
and second-tier premiums. In every year 


the mean second-tier premium is 
positive for both two-tier and for pure 
partiai offers, indicating that the market 
value of the second tier generally 
exceeds the pre-offer market price of the 
target. The average second-tier premium 
is 47.1 percent for two-tier offers and 
18.8 percent for pure partial offers. 
These second-tier premiums are clearly 
substantial on average.* 

Table 8 reports data on the difference 
in magnitude between first-tier and 
second-tier premiums. This computation 
addresses the concern that target 
shareholders are induced to tender to 
two-tier and partial effers because of 
large differences between the values of 
the two tiers. The first-tier premium is 
14.5 percent larger than the second-tier 
premium for two-tier offers on average. 
For partial offers, the first-tier premium 
is 28.7 percent larger than the second- 
tier premium on average. In two-tier 
offers, this difference between the value 
of the two tiers is not very large, 
especially when compared to the 
difference in pure partial offers. 

Table 8 provides a detailed 
breakdown of the relative difference 
between the value of the two tiers in 
two-tier and pure partial offers. The 
second-tier premium is no more than 20 
percent less than the first-tier premium 
for 72 percent of the two-tier offers. For 
partial offers, the second-tier premium is 
no more than 20 percent less than the 
first-tier premium in 48 percent of the 
cases. 


V. Multiple Bidder Contests 


We survey the outcomes of multiple- 
bidder contests for corporate control 
between 1981 and 1983 with a view 
toward the question of whether partial 
or two-tier offers have an unfair 
advantage vis-a-vis other kinds of offers. 
Table 9 lists a total of 26 contests, in 
alphabetical order of the target firm's 
name. This table accounts for all 
multiple-bidder control contests 
between 1981 and 1983 in which at least 
one offer was a partial or two-tier 
tender offer.’ There are a total of 62 


* The second-tier price of target shares has not 
been purged of overall marke: trends. Ta will more 
accurately reflect changes in snare value due 
strictly to the tender offer when the market model is 
used to extract out overall market influences. 

' There is one notable control case which is not 
included in this table—the Bendix case. There were 
two tender offers simultaneously on the table in that 
contest. United Technologies made a formal tender 
ofter for Bendix which was exactly the same as the 
Martin Marietta bid in terms of percent scught and 
price per share. However, it was made as a fallback 
bid rather than as a competing bid despite the fact 
that its effective date was only eight davs later than 
the Martin Marietta withdrawal date. The United 
Technologies offer was specifically designed so as 
not to lure any shares away from the Martin 
Marietta proration pool, i.e., so as not to compete 
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bidders, for an average of 2.4 bidders 
per target. Seventeen of these bidders 
(27 percent) made any-or-all offers. For 
these purposes, we count a merger 
proposal that treats all shareholders 
equally as an any-or-all bid even if part 
or all of the coasideration involves 
securities of the bidder. We are 
interested in cases that force 
shareholders to choose between a 
partial or a two-tier tender offer, on the 
one hand, and a uniform-bid tender offer 
or merger that does not involve pro- 
rationing, on the other hand. Therefore, 
we identify those cases in which partial 
or two-tier offers are subscribed to by 
target shareholders despite the 
availability of a more lucrative uniform- 
bid merger proposal or any-or-all tender 
offer. 

Table 9 highlights such cases by the 
indication of a "Nu response to the 
column (4) question "Winner Was Any- 
or-All?", and a "No" response to the 
column (5) question “Offer with Highest 
Value Won?" Of the 16 targets that 
received at least one any-or-all offer, the 
any-or-ali bid loses to a competing 
partial or two-tier tender offer in only 
four cases. In three of these cases, it is 
clear that the rejected any-or-all bid 
provided less overall compensation to 
target shareholders than did the 
competing tender offer. In the remaining 
case (Conoco), what appears to be the 
best offer (Mobil's any-or-all bid) was 
rendered ineffective by the Justice 
Department's preliminary injunction. 
Therefore, the any-or-all offer did not 
have to be topped by the competing 
bidders. 

This investigation of control contests 
occurring between 1981 and 1983 
produces no case supporting the 
hypothesis that a two-tier or partial 
tender offer, because of its potentially 
coercive nature, can dominate a 
competing any-or-all tender offer or 
merger bid without offering greater 
overall compensation. The evidence is 
that: (i) 12 of 16 head-to-head contests 
between any-or-all and partial of two- 
tier offers are won by any-or-all bids, (ii) 
in three of the four exceptions, the 
partial or two-tier bid clearly offered 
greater compensation, and (iii) in the 
remaining case (Conoco). the losing any- 
or-ail bid, although apparently higher- 
valued, was ineffective because of 


k 


antitrusf opposition 
VI. Conclusion 


This study of 148 tender offers 
between 1981 and 1983 has several 
noteworthy results. In general, any-or-all 
offers are more frequent than partial and 
two-tier offers, with the former 
accounting for 91 of the total 145 offers 
However. the incidence of anv-or-all 


offers is much higher among smaller 
targets, while partial and two-tier offers 
predominate among moderate and large 
targets. This empirical regularity may 
reflect an underlying economic 
difference between any-or-all and two- 
tier or partial offers, with the latter 
types favored by bidders for relatively 
large targets. This implies that any 
regulatory disincentives currently under 
consideration to partial and two-tier 
offers may have more important effects 
for larger takeover targets than smaller 
targets. 

We present detailed comparisons of 
uniform premiums in any-or-all offers 
with blended premiums in two-tier and 
partial offers. The average premium for 
the 91 any-or-all offers is highest at 63.4 
percent relative to the pre-offer market 
price. (Note that this is for generally 
smaller targets.) The 32 two-tier offers 
yield an average blended premium of 
55.1 percent, while the 25 pure partial 
offers yield 31.3 percent. Any-or-all 
premiums and two-tier blended 
premiums are very similar in 
magnitude—72 percent of two-tier 
premiums exceed 40 percent while 68 
percent of any-or-all premiums do so. 

The two-tier offer yields an average 
first-tier premium of 63.5 percent, 
virtually identical to the average 
uniform premium for any-or-all offers. 
The average second-tier premium of 47.1 
percent for two-tier offers is less than 
the first-tier premium, but it is 
considerably larger than the "implicit" 
second-tier premium of 18.6 percent 
afforded by the 25 partial tender offers. 
Indeed, the average second-tier premium 
for two-tier offers (47.1 percent) exceeds 
the average blended premium for pure 
partial offers (45.9 percent). Therefore, 
two-tier "blended" offers are nearly as 
beneficial to target shareholders as any- 
or-all offers, and two-tier offers are 
significantly more beneficia! than pure 
partial offers which have no second-tier 
purchases by the bidders. 

The study also investigates the 
relative differences between first-tier 
and second-tier premiums for two-tier 
and partial tender offers. Nearly three- 
fourtus of the 32 two-tier offers have 
less than a 20 percent difference 
between the first and second-tier 
premiums. In contrast, less than half of 
the 25 pure partial offers have less than 
a 20 percent difference between the 
first- and second-tier premiums. 
Therefore, while the second tier of a 
two-tier offer generally provides a lower 
premium than does the first-tier. the 
difference in magnitude between the 
two premiums is not large, especially 
when compared to pure partial offers. 
The average first-tier premium is 14.5 


percent larger than the second-tier 
premium for two-tier offers, while it is 


. 28.7 percent larger than the implicit 


second-tier premium in pure partial 
offers. 

In view of these results, it probably 
would not be beneficial to adopt 
regulatory changes which would 
encourage the use of partial tender 
offers instead of two-tier offers. The 
second-tier premium in two-tier offers is 
on average twice as large as the implicit 
second-tier value in partial offers. Any 
substitution of partial offers for two-tier 
offers would deprive target shareholders 
of this greater return. 

Also, these results suggest that it is 
problematic whether target shareholders 
would benefit from regulatory 
inducements to use any-or-all instead of 
two-tier offers. First, such a switch 
increases the returns to target share- 
holders only modestly, since any-or-all 
premiums on average exceed the 
blended premiums for two-tier offers by 
a relatively small margin. Second, in 
veiw of this data it is likely that forcing 
the use of any-or-all offers will deter 
some takeovers, especially of larger 
targets. The losses to target 
shareholders from such foregone 
transactions, even if they are few, can 
outweigh the benefits of higher any-or- 
all premiums. This conclusion is 
strengthened by the expectation that 
shareholders of large targets are the 
likely losers in deterred transactions 
and these large transactions account for 
much of the dollar gains to target 
shareholders. 

Although it is necessary for 
policymakers to consider carefully the 
possible deterrence effects of proposed 
regulatory changes, the data required for 
the task is not complete. Specifically, 
this study does rot measure the returns 
to the acquiring firms so we can only 
speculate about how regulatory changes 
such as increased minimum offer 
periods will reduce takeover activity. 
Since deterrence effects can have 
important consequences for shareholder 
welfare, it is a critical consideration. It 
is our intention to pursue research that 
will help one understand better the 
deterrence effects of takeover 
regulations. 

A second caveat to ke»p in mind is 
that the study does not (as vet) utilize 
the market model of finance to purze the 
data of the effects of general market 
movements. This adjustment for market- 
wide movements in stock prices is 
especially needed in the computation of 
the second-tier premiums, which equal 
the percentage change of the stock price 
twenty days after the close of the first- 
tier offer relative to the market price of 
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the target twenty days before the first 
offer. These two prices are separated by 
a few months, during which time the 
changes in the general level of stock 
prices could cause these two prices to 
change significantly. Ignoring the 
adjustment for general market 
movements should not greatly affect the 
overall averages, but it can make 
important differences in certain cases. 
Therefore, we are currently in the 
process of statistically adjusting the 
value of the second-tier premiums to 
abstract from general market 
movements. 

A final caveat is that the sample 


‚includes only 1981, 1982 and 1983 tender 


offers. It is desirable to enlarge this 
sample by including offers over a longer 
period of time. Future research will 
incorporate tender offers from the 1970s 
as well as 1980. 


TABLE 1.—Number of Tender Offers, By Type 
and Year, 1981-83 


(Type of tender offer] 


: Tender Offer Statistics, 1971-1983, Douglas 

Austin & Associates inc., 1984 and the Wal Street Journal 
TABLE 2.—AVERAGE SIZE 1 OF TARGETS, BY 
TYPE OF TENDER OFFER AND YEAR, 1981-83 


(Type of tender offer—in millions of dollars] 
一 一 一 
Any-or- | Two- 
All te partia! 


581.2 | 


.0 


' Size is measured as the market value of target's equity 
It is computed as the number of fully diluted common shares 
multiplied ^y the pre-ofíer market price of those shares. 


TABLE 3A.—ABSOLUTE DISTRIBUTION OF TAR- 
GET SiZE, BY TYPE OF TENDER OFFER, 1981- 
83 


(Type of tender ofter] 
Any- | Two- | Pure 


۰ i P 
Range of *arget size (m dollars) or-all tier | partial 


Less than 5m 13 0 
Sm to 10m 11 ] 
10m to 20m 1 
20m to 40m 2 
40m to 80m 

80m to 160m 
160m to 320m E 
Greater than 320m 


^ 


^ ^o C) Q^ PRO — 


N 
qn 


Total 


TABLE 3b.—RELATIVE DISTRIBUTION OF TAR- 
GET SIZE, BY TYPE OF TENDER OFFER, 1981- 
83 


(Type of tender offer—in percentages) 


TABLE 3c.—PERCENTAGE OF TENDER OFFERS 
ACCOUNTED FOR BY EACH TYPE OF OFFER, 
BY TARGET SIZE, 1981-83 


TABLE 4.—Averace PERCENT PREMIUMS FOR 
ANY-OR-ALL OrrEns,! AND Percent BLENDED 
PREMIUMS FOR TWO-TIER AND PARTIAL OFFERS,2 
Bv YEAR, 1981—83 


[Type of tender offer] 


! The any-or-ali offer premium equals: Pa = (PP Pm- 
2 The blended offer premium equals. P, =(F > T,) x ((1 
F) < To) 
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TABLE 5A.—ABSOLUTE DISTRIBUTION OF ANY- 
OR-ALL PAEMIUMS AND BLENDED PREMIUMS, 
BY TvPE, 1981-83 


(Type of tender offer) 


یت ی ا و و — .— مخت - سل 


Range of percent premium 


Less than O 
0 to 20 

20 to 40 

40 to 60 

60 to 80 

BO to 100 

' a0 10 1 2C 


Greater than 17J 


Total 


TABLE 5b.—RELATIVE DISTRIBUTION OF PREMI- 
UMS AND BLENDED PREMIUMS, BY TYPE OF 
TENOER OFFER, 1981-83 


(Type of tender offer—in percentages] 


TABLE 6.—AVERAGE PERCENT BID PREMIUMS?, 
BY TYPE AND YEAR, 1981-83 


(Type of tender offer) 


pusan b Oo a pinim S spo s,‏ کارا 
offers and the first-tier premium two-tier and pure‏ 
partial offers.‏ 


TABLE 7.—FiRST- AND SECOND-TiER PREMI- 
UMS IN TWO-TIER AND Pure PARTIAL OF- 
FERS, 1981-83 


TABLE 8.—ABSOLUTE AND RELATIVE FREQUEN- 


CIES OF PERCENT DIFFERENCES BETWEEN 
FIRST- AND SECOND-TIER VALUES,! for Two- 
Tier and Partial Tender Offers, 1982-1983 3 


Greater than 100 
Total 


The percent difference in tier values equals: (T,~-T:)/ 

UO! 

The mean percent d'fference between first- and second- 
ber values ıS 145 percent for two-tier offers and 287 
percent for pure partial offers 


TABLE 9.—TENDER OFFER AUCTION CONTESTS FOR CONTROL 1981-83 


(6) Reason if (5) is "No" 


c 
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SECURITIES EXCHANGE ACT OF 1934 
oo AUAM? AUT OF 1934 


Release No. 21080 / June 21,1984 
In the Matter of 


HALPERT, OBERST AND COMPANY 
ALAN P. HALPERT 


The Securities and Exchan 
| ge Commission has ordered public administra- 
hott) Posset. under the Securities Exchange Act of 1934 ("Exchange 
against Halpert, Oberst and Company ("Registrant"), a registered 


broker-dealer located in Millburn. N 
ew J i 
principals, Alan P. Ha ( (mine TE: unum 


The Order for Public Proceedings alleges that Registrant 
wi 

user pad Halpert wilfully aided and Bere the nl = my PA 
p nll + c)(1), 15(c), 17(a), 17(e) and 17(f) of the Exchange Act 
en P ("Customer Protection Rule"), 17a-4 ( "Bookkeeping 
— ۳ ( Financial Reporting Rule"), 17a-13 ("Quarterly Security 
ea ant and 17f-2 ("Fingerprint Rule") promulgated thereunder and 

a i- Information Concerning Associated Persons Rule") and G-8 

( "Customer Identification Information Rule") of the Municipal 


Securities Rulemaking Board 
of the Exchange "ifs promulgated pursuant to Section 15B(b)(2) 


` rg will be scheduled to determine whether the allegations 
oe ۱ egistrant and Halpert are true, and if so, to decide what, if 
ny, remedial action under the Exchange Act is appropriate. 
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; Exchange Act of 1934 
)。 21081 / June 21, 1984 


der has been issued granting the application of the 
-ock Exchange, Inc. to strike the common stock 

lue) of Audiotronics Corporation from listing and 
on 


| Exchange Act of 1934 
). 21082 / June 21, 1984 


ice has been issued giving interested persons until 
984 to comment on the applications of the Boston 

ange, Inc. for unlisted trading privileges in seven 

ch are listed and registered on one or more other 
securities exchange and are reported in the consolidated 


n reporting system. 








Exchange Act of 1934 
。 21083 / June 21, 1984 





ter of Application of the 


Findings and Order 
Granting Application 
for Unlisted Trading 
Privileges 


OCK EXCHANGE, INC. 


ed Trading Privileges 


Exchange Act of 1934 





acific Stock Exchange ("PSE") has filed an application 

ommission pursuant to Section 12(f)(1)(B) of the 
Exchange Act of 1934 ("Act") and Rule 12f-1 [17 CFR 
thereunder, for unlisted trading privileges in the 
securitv which is listed on another national securities 


1/ 


tronics Corporation 
mon Stock, $1.00 Par Value (File No. 7-7483) 
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e of this application was given by publication in the 
al Register (49 FR 24093, June 11, 1984). The Commission 
eceived no comments with respect to this application. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 23330 / June 15, 1984 











The Commission finds that approval of the PSE application 
for unlisted trading privileges in this security is consistent 
with the maintenance of fair and orderly markets and the 
protection of investors. Asa national securities exchange 
registered with the Commission pursuant to Section 6 of the 
Act, the PSE is subject to the provisions of Paragraph (b) of 
that section, and to the Commission's inspection authority and 
oversight responsibility under Sections 17 and 19 of the Act 
and the rules and regulations thereunder. In addition, 
transactions in the subject security, regardless of the market 
in which they occur, are reported in the consolidated transaction 
reporting system contemplated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale information 
for the subject security should contribute to pricing efficiency 
and to ensuring that transactions on the PSE are executed at 
prices which are reasonably related to those occurring in other 
markets. Finally, the Commission has received no comments 
indicating that the granting of this application would not be 
consistent with the maintenance of fair and orderly markets and 
the protection of investors. The Commission further finds that 
approval of the PSE application will provide increased 
opportunities for competition among brokers and dealers and 
among exchange markets consistent with the purposes of the Act 
and the objectives of the national market System. 


Georgia may provide for a mandatory cash sinking fund to benefit the 
Bonds of a particular series. Georgia may have the non-cumulative option 
in any year of making an optional sinking fund payment in an amount not 
exceeding the mandatory sinking fund payment. Georgia proposes to issue 
and sell the Preferred Stock for the best price obtainable, but not less 
than 100% nor more than 102% of the stated value per share. Georgia may 
provide for a mandatory cumulative sinking fund for the benefit of a 
particular series of the Preferred Stock which would, after five years, 
retire a certain number of shares of such series annually. In connection 
therewith, Georgia may have the non-cumulative option of redeeming up to 
an additional like number of shares of such series annually. 
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MEMORANDUM OPINION AND ORDER AUTHORIZING ISSUE AND SALE OF FIRST MORTGAGE 
BONDS AT COMPETITIVE BIDDING AND DENYING A REQUEST FOR HEARING; RESERVA- 
TION OF JURISDICTION 










Georgia ma" determine, in light of market conditions at the time the 
Preferred Stoc} is offered, that the Preferred Stock provide for an ad- 
justable dividend rate to be determined on a periodic basis, subject to 
fixed maximum and minimum rates, rather than a fixed rate dividend. In 
such event, it is proposed that the rate of dividends on the Preferred 
Stock for an initial period would be a fixed amount per annum.  Periodi- 
cally thereafter, the rate would be adjusted in accordance with a formula 
based upon reference rates and which may also reflect the market price of 
the Preferred Stock in relation to its stated value. 
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Georgia Power Company ("Georgia"), an electric utility subsidiary of The 
Southern Company ("Southern"), a registered holding company, has filed an 
application-declaration and amendments thereto with this Commission pur- 
suant to Sections 6(b) and 12(c) of the Public Utility Holding Company 
Act of 1935 ("Act") and Rule 42 and 50 pramulgated thereunder. Georgia 
seeks authorization to issue and sell up to $450 million principal amount 
of first mortgage bonds ("Bonds") in one or more series and up to $100 
million stated value of preferred stock ("Preferred Stock"), without par 
value but with a stated value of $100 per share, in one or more series, 
all not later than December 31, 1984. It is seeking to schedule a sale 
of up to $150 million of Bonds on June 28, 1984. Notice of Georgia's 
proposal was duly published (HCAR No. 23243, March 12, 1984). An objec- 
tion to the proposal and a request for a hearing thereon has been filed. 













































Georgia may request by arıendment that the proposed sale of the Bonds and 
Preferred Stock, or any part thereof, be excepted from the competitive 
bidding requirements of Rule 50 under the Act should circumstances develop 
which, in the opinion of Georgia's management, make such exception appro- 
priate. Unless so excepted, Georgia proposes to comply with the competi- 
tive bidding requirements of Rule 50, as modified by HCAR No. 22623 
(Septem er 2, 1982). 


i ACCORDINGLY, IT IS ORDERED, pursuant to Section 12(f) (1) (B) 
of the Act, that the application for unlisted tradi 

















hereby approved. 















Georgia is engaged in the generation and distribution of electric energy 
in the state of Georgia, providing retail service to rural areas and 
over 600 communities, including Athens, Atlanta, Augusta, Columbus, Macon, 
Rome and Valdosta, and wholesale service to 39 rural cooperative associa- 
tions and 50 municipalities. It sells and exchanges «nergy with neigh- 
boring utilities including other members of the Southern System. Its net 


For the Commission, by the Division of Market Regulation, 


pursuant to delegated authority. Georgia's capitalization at December 31, 1983 was (in millions): 
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utility plant at December 31, 1983 was about $6.5 billion, including $2 Long-Ternr Debt $ 3,129 54.1% $558a S 3,687 55.5% 

George A. Fitzsimmons billion of construction work in progress. Its reported operating revenues Preferred Stock 564 9.8% 100 š 664 10.0% 
Secretary for the 12 month period ended December 31, 1983 were in excess of $2.7 Common Equity 2,089 36.1% 202b 2,291 34.5% 
illion. ti income of $451 million, and net income OTE 

100.0% 6,642 $ $860 . 100.09 2 $ در گر ری a‏ یو 


after preferred stock dividends of $305 million. 














(a) $450 of proposed bonds plus $108 million of pollution control 


Georgia proposes to issue and sell the Bonds under an indenture dated as financing. 


of March 1, 1941, between Georgia and Chemical Bank, as supplemented. 
Each series of the Bonds will have a term of not less than five nor more 
than 30 years and will be sold for the best price obtainable but not less 
than 98% nor more than 101-3/4% of the principal amount thereof, plus 
accrued interest. 
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(b) Capital Contributions 











Actual first mortgage bcnd and preferred stock coverages for the 12 
months ended February 29, 1984 were 2.59 times and 1.90 times, respec- 
tively. After giving effect to the retirement of $11 million principal 
amount of first mortgage bonds, 3-1/8% Series due April 1, 1984, and to 
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the sale of $150 million of Bonds at an assumed interest r: 
the coverage for first mortgage bonds would be 2.42 times ar 
on preferred stock would be 1.82 times. 


Georgia's estimated construction for 1984 is about $1.5 bi 
ciation and deferred taxes are expected to aggregate sligh 
a billion dollars in 1984 and represent revenues equal to 
of the budgeted capital expenditures. Proposed constructic 
include about $800 million (54$) for generating plants. 

units of Georgia's Scherer coal-fired plant were plac: 
February 1, 1984. Unit 3 is scheduled for completion in 1 
1989. The two units of its Vogtle nuclear plant are schedul 
tion in 1988 and 1989. Three hydro electric projects, 

1985, 1988 and 1989, will complete its current genera 


Georgia, in a series of transactions since 1977, has solc 
first two Scherer units and 54.3% of Vogtle nuclear plant 
Power Corporation ("Oglethorpe"), the Municipal Electric 


Georgia ("MEAG") and a municipality. l/  MEAG's purchase 


Vogtle nuclear plant on March 14, 1984 and the proposed s 
Scherer No. 3 to Gulf Power Campany, Southern's Florida : 
is expected to provide $267 million in sales proceeds and 
thereafter, of which $31 million is contingent on the sale 
would offset about 33% of the 1984 generation budget, and 1 
to be funded by pollution control obligations. 


The Motion for Intervention 





On April 4, 1984, the Campaign for a Prosperous Georgi: 
unincorporated association of Georgia citizens, businesses 
tions, filed objections to Georgia's proposed financing and 1 
a hezring be held. 3/ It "wishes to present evidence of t 
of the proposed issuance in view of the applicant's stated 
use the proceeds of the issuance to continue an imprudent 
and speculative construction program." 
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SEC 


Oglethorpe represents rural electric cooperatives and ۲ 
municipal electric systems in Georgia. 7 


This proposed sale is subject to this Commission's apprc 
Act (File No. 70-6573). 


CPG's document does not specifically identify the per 
members, CPG's authority to represent them, -or the natu 
terests asserted to be adversely affected by the proposed 
Georgia's extensive service in the state creates a hig 
that residents are, in fact, custamers. Accordingly, v 
quire into the association's standing. 
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underwriters ("Underwriter") and substantially all other expenses incurred in 
connection with the issuance of the Bonds will be included in the "Cost" of 
the Facilities as defined in the Sale Agreement; these expenses will be in- 
cluded in the purchase and repurchase prices of the Facilities and will be 
a ee by the sale of the Bonds. 


The Trust Indenture will provide for the establishment with the Trustee of a 
Bond Fund and a Project Acquisition Fund; for any accrued interest and/or 
premium paid by the purchasers of the Bonds to be deposited in the Bond Fund 
and the remainder of^the sale proceeds to be deposited in the Project Acqui- -- . 
sition Fund; for the cash price payment to the Company upon the sale by the 
Company to the Parish of the Facilities to be paid out of such Project Acqui- 
sition Fund; for any funds remaining in such Project Acquisition Fund after 
the Facilities have been paid for to be deposited in such Bond Fund and/or 
used by the Trustee for the redemption and/or payment of the principal of 
the Bonds or to purchase Bonds for cancellation or otherwise as directed by 
the Company with the approval of bond counsel; and for such Bond Fund to be 
. used to pay the principal of, premium, if any, and interest on the Bonds. 
The installment payments to be made by the Company in payment of the re- 
purchase price are to be deposited in such Bond Fund. 
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In the Matter of 


The Transaction 











The Commission has recently examined its jurisdiction under the Act with 
respect to the construction programs of subsidiaries of registered holding 
companies in a series of contested cases, three of which involved, in 
whole or in part, the same Georgia generating plants, and the fourth, that 
of an associate company. 4/ 

























Section 6(b) provides that we grant the application if the issue and sale 
is expressly authorized by the state commission, in this case the Georgia 
Public Service Cammission, which, on May 29, 1984, authorized Georgia's 
Sale of bonds and preferred stock. The order was reduced to writing and 
duly signed on June 1, 1984, effective that date (Docket No. 3457-U). 


























































































LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


In City of Lafayette, Louisiana v. Securities and Exchange Commission, 
454 F.2d 941 (D.C. Cir. 1971), the Court of Appeals concluded that the 
Commission's authority under the Act is to regulate the issuance of 
securities, not the utility operations of the holding company system. On 
review the Court of Appeals affirmed the Commission's authorization of 
the proposed financing and its summary refusal to hold a hearing on 
collateral issues relating to operations. In the other cases cited, we 
examined in detail the statutory relationship between the construction 
programs of Georgia and of its associate companies and the issuance of 
Securities under the Act. 5/ In those cases, the Commission has determined 
that its jurisdiction under Sections 6 and 7 of the Act does not reach 
the conduct of the utility business of the operating subsidiaries in the 
registered system, but is limited to the review of the registered systems ' 
financing. For example, in The Southern Company, 6/ three stockholders 
of Southern Company requested a hearing based on their claim that con- 
struction programs to be refinanced under the proposed plan were "excess- 
ive and improvident." In that matter, the Cammission denied the stock- 
holder's request for a hearing, stating that the Act does not confer 
authority on the Commission over either utility rates or services and 
that the provisions of the Act governing review of financing applications 
deal with the investment character and cost of financing. The Commission 
stated: 





















In authorizing the financing, the Georgia Commission did not consider the 
necessity or prudence of the construction projects of Georgia, since the 
Pulton County Superior Court, had held that the Georgia Commission's 
opening this issue at a late stage in the proceeding was a denial of 
Georgia's due process rights. The Georgia Commission expressly indicated, 
however, that before it "acts on any other financing applications filed 
by the company (Georgia), the Cammission will consider up front or before 
the fact construction programs" of Georgia in relation to its regulatory 
function in respect of Georgia, as suggested by the Court. The Georgia 
Commission reserved the right to address these questions in rate cases or 
other appropriate proceedings. CPG was a party to those proceedings and 
has available to it a proper regulatory forum to explore the need and 
prudence of Georgia's construction program. 






























(70-6963) : 



















































































ORDER AUTHORIZING THE FINANCING OF POLLUTION CONTROL FACILITIES 













Louisian Power & Light Company ("LP&L"), an electric utility subsidiary of 
Middle Scuth Utilities, Inc., a registered holding campany, has filed an 
application-declaration with this Commission pursuant to Sections 6(a),7, 
9(a),10 and 12(d) of the Public Utility Holding Company Act of 1935 ("Act") 
and Rules 44 and 50(a)(2) thereunder. 



































































In order to meet certain federal and state pollution control standards, the 
Company has constructed and installed and is constructing and installing at 
Unit 3 of its Waterford Steam Electric Generating Station ("Waterford 3") 
in St. Charles Parish, Louisiana certain pollution control facilities ("Fa- 
cilities"). To finance same or all of these Facilities, the Company proposes 
to enter into a sale agreement ("Sale Agreement") with the Parish of St. 
Charles, Louisiana ("Parish"); the Parish is to enter into a trust indenture 
("Trust Indenture") under which the Parish is to issue and sell its pol- 
lution control revenue bonds ("Bonds") in an aggregate principal amount of 
$115,000,000. The Bond sale proceeds (net of any underwriter's discount or 
other expenses payable fram such proceeds) are to be deposited with the 
Trustee and applied to pay the costs of the Facilities. Further under the 
Sale Agreement, the Company is to sell the Facilities to the Parish for cash, 
and is to simultaneously repurchase the Facilities from the Parish for a 
purchase price, payable on an installment payment basis over a period of years, 
sufficient (together with any other moneys held by the Trustee under the 
Trust Indenture and available for the purpose) to pay the principal of, the 
premium, if any, and the interest on the Bonds as they become due and pay- 
able. The installment payments are to be made directly to the Trustee pursuant 
to an assignment and pledge thereof by the Parish to the Trustee. 


The Trust Indenture will provide that, upon the occurrence of certain events 
relating to the construction or operation of Waterford 3 or the Facilities, 
the Bonds will be redeemable by the Parish, at the direction of the Company. 
The Bonds will be subject to mandatory redemption in certain other cases, 
including certain events relating to the taxability of the interest on the 
Bonds. The payments by the Company in such circumstances shall be sufficient 
(together with any other moneys held by the Trustee under the Trust Indenture 
and available for the purpose) to pay the principal of the outstanding Bonds 
to be retired or redeemed at that time, together with interest accrued or to 
accrue thereon to the retirement or redemption date and any redemption 
premium. The Bonds will have a term of 30 years, but be subject to earlier 
redemption and retirement upon the occurrence of certain events. 






















The fees and expenses, other than underwriting discounts and commissions, 
to be incurred in connection with the proposed issuance and distribution 
of $150 million of Bonds are estimated at $277,000. The fees and expenses 
to be incurred in connection with other series of Bonds and with the 
Preferred Stock will be filed by post-effective amendment. No state 
commission, other than the Georgia Commission, and no federal commission, 
other than this Commission, has jurisdiction over the proposed trans- 
actions. 



































































The motion necessarily relies on an assumption that we can and 
should permit the members of the Southern system to sell secu- 
rities to lenders and investors only if this Commission is sat- 
isfied with the system's construction program and the manner in 
which the operating utilities conduct their lawful business. We 
reject that premise. The suggestion that, ancillary to our re- 
sponsibility to pass on the soundness of a registered system's 
security sales, we are vested with authority to regulate the op- 
eration of registered systems is wholly inconsistent with the 
scope of the Act. 7/ 






































Due notice of the filing of said application-declaration has been oiven 
in the manner prescribed in Rule 23 promulgated under the Act (HCAR No. 
23243). Upon the basis of the facts in the record, we find that with 
respect to the transactions authorized herein the applicable standards of 
the Act and rules thereunder are satisfied. The proposed transactions are 
entitled to exemption pursuant to Section 6(b). No terms or conditions 
are appropriate, except those stated below. 














The Sale Agreement and the Trust Indenture will provide for an adjustable 
interest rate for the Bonds. The annual interest rate during the first 
Rate Period (the period fram and including June 1l in any calendar year 
to and including the May 31 in the next succeeding calendar year; provided, 
however, that the first Rate Perio?T shall be the period fram and including 
June 1, 1984 to and including May 31, 1987; and provided, further, that if 
the Fixed Rate Date shall occur, the Rate Period commencing on the Fixed Rate 
Date shall continue to and include May 31, 2014), will be 8-3/4$, and the 
price to be paid by a group of underwriters to the Parish will be 97.818 of 
the principal amount thereof. The Bonds are to be offered to the public at a 
price equal to 99.75% of the principal amount thereof. The effective cost of 
money for the first Rate Period of the Bonds, assuming that the Underwriters' 
discount is amortized over the initial three year rate period, is approxi- 
mately 9.61$ per annum. 















































IT IS ORDERED, accordingly, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-dectaration, as amended, 
be, and it hereby is, granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


















The Company will also be obligated to pay the reasonable and necessary 
expenses incurred by “he Parish pursuant to the Sale Agreement and the 
Trust Indenture and tl= reasonable and necessary compensation of and expenses 
incurred by the Trustee, any registrar or paying agent under the Trust Inden- 
ture, and any Indexing Agent, Tender Agent and/or Remarketing Agent. The 
initial compensation and expenses of the Trustee, the legal, accounting, 
financial and printing expenses and fees, the fee of any underwriter or 








4/ The Southern Company, HCAR No. 21766 (October 29, 1980), aff'd, with- 
out opinion, sub nom. Herring v. SEC, 672 F.2d 894 (D.C. Cir. 1981); 
Georgia Power Company, 21737 (October 1, 1980), aff'd, sub nan. 
Herring v. SEC, 673 F.2d 1191 (llth Cir. 1982); Alabama Power Com- 
pany, HCAR No. 21711 (September 10, 1980); The Southern Company, et 
al., HCAR No. 21665 (July 24, 1980). ` 
























































IT IS FURTHER ORDERED that jurisdiction be reserved with respect to the 
fees and expenses to be incurred in connection with the issue and sale of 
additional series of Bonds and of the Preferred Stock. 






















5/  CPG's allegation that sales of interests in the plants under construc- 
tion indicate "plainly a lack of necessity of those properties to the 
conduct of its authorized business" repeat an argument considered in 
the final decision in the series. Georgia Power Company, HCAR No. 
22217 (October 2, 1981). 


IT IS FURTHER ORDERED that the hearing requested is hereby denied. 

















By the Commission. 









HCAR No. 21665 (July 24, 1980). 















George A. Fitzsimmons 





The Southern Company, HCAR No. 21665 (July 24, 1980). SEC DOCKET/ 1148 
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For each Rate Period thereafter, the interest rate on such Bonds (a) will, 
if no Bonds are tendered for repurchase, be determined by an appointed 
Indexing Agent based upon the index, derived from the then current market 
level for camparable securities of maturity camparable to such Rate Period, 
or (b) if any of such Bonds are tendered for repurchase, will be that rate 
which will be sufficient to remarket all such tendered Bonds at their prin- 


< cipal amount. At the time of each adjustment, the interest rate so deter- 


mined will be no greater than 1208 nor less than 80$ of such index, subject 
to a maximum rate of interest of 15$ prior to the Fixed Rate Date (the date 
fram which the interest rate borne by such bonds would be fixed until the 
maturity thereof) and a maximum rate of 18$ for the period on or after the 
Fixed Rate Date. 


The initial Rate Period would cammence on the date as of which interest 
begins to accrue on the Bonds. Upon the termination of the initial Rate 
Period, each Rate Period thereafter, other than the period cammencing on the 
Fixed Rate Date, will be a one year period. If the Fixed Rate Date for the 
Bonds of any sevies shall not have been fixed, the date which would have 
otherwise been the Anniversary Date (the first day of any Rate Period 
subsequent to the initial Rate Period, other than the last Rate Period if 
such shall begin on the Fixed Rate Date) for the Bonds shall be the Fixed 
Rate Date for the Bonds. 


The Sale Agreement and the Trust Indenture will provide that holders of 
the Bonds will have the right to tender their Bonds and have them pur- 
chased at a price equal to the principal amount thereof on each Anniversary 
Date and on the Fixed Rate Date. A Tender Agent will be appointed to 
facilitate the transfer of any Bonds delivered by holders exercising this 
right. Any holder of Bonds wishing to have their Bonds purchased will be 
required to deliver such Bonds to the Tender Agent no earlier than the first 
day of the month proceeding such purchase date and no later than the 
fifteenth dav of such month. All obligations of the Company with respect to 
the purchase of Bonds so tendered would be terminated following the Fixed 


Rate Date. 


Under the Sale Agreement the Campany will be obligated to pay amounts equal 
to the amounts to be paid by the Tender Agent pursuant to the Trust Indenture 
for the purchase of such Bonds so tendered, such amounts to be paid by the 
Company on the dates such payments by the Tender Agent are to be made; 
provided, however, that the obligation of the Company to make any such pay- 
ment under the Sale Agreement would be reduced by the amount of any other 
moneys available therefor, including the proceeds of the sale of such Bonds 


by the Remarketing Agent. 


A Remarketing Agent will be appointed who will, upon the delivery of such 
Bonds by holders to the Tender Agent for purchase, offer such Bonds for sale 
and use its best efforts to sell such Bonds. The Remarketing Agent will 
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attempt to sell such Bonds at a price equal to the stated principal amount 
of such Bonds, at an annual interest rate no greater than 120% nor less 
than 80$ of the index for the Rate Period established by the Indexing 


~ Under certain circumstances, Bonds may be remarketed at a discount 


nat to exceed 5% of the principal amount). 


The Bonds will be subject to optional redemption, at the direction of the 
Company, in whole at any time or in part, from time to time, prior to and 
including the Fixed Rate Date, on each Anniversary Date at 100% of their 
principal amount or on each date six months after the Anniversary Date at 
100$ of their principal amount plus a premiun equal to 1/8 of 1$. After the 
Fixed Rate Date, such Bonds will be subject to optional redemption, at the 
direction of the Company, in whole or in part, at redemption prices varying 
between a high of 103$ to a low of 100$. 


In order to obtain a more favorable rating and improve marketability, the 
Company proposes to, in connection with and in support of the Bonds, 
arrange for an irrevocable letter of credit from Citibank, N.A. ("Bank") 
in favor of the Trustee. Payments with respect to principal, premium, if 
any, interest and purchase obligations in connection with the Bonds, coming 
due during the term of the supporting letter of credit, would be secured by, 
or payable fram, funds drawn under the letter of credit. In order to induce 
the Bank to issue such letter of credit, the Oompany proposes to enter into a 
Letter of Credit and Reimbursement Agreement ("Reimbursement Agreement") with 
the Bank pursuant to which the Oampany would agree to reimburse the Bank for 
all amounts drawn under its letter of credit with interest at a fluctuating 
rate equal to the higher of: (i) the rate of interest announced publicly by 
the Bank in New York, New York, fram time to time as the Bank's base rate; or 
(ii) 1/2 of one percent above the latest three-week moving average of sec- 
ondary market morning offering rates in the United States for three-month 
certificates of deposit of major United States money market banks, such 
three-week moving average being determined weekly by the Bank on the basis of 
such rates reported by certificate of deposit dealers to and published by the 
Federal Reserve Bank of New York or, if such publication shall be suspended 
or terminated, on the basis of quotations for such rates received by the Bank 
from three New York certificate of deposit dealers of recognized standing, in 
either case adjusted to the nearest 1/4 of one percent or, if there is no 
nearest 1/4 of one percent, to the next higher 1/4 of one percent. The 
Company would be obligated to reimburse the Bank for certain other types of 
letter of credit drawings within one year and one day or within two years of 
such drawing, but in on event later ‘than the stated termination date of 
the letter of credit. Tbe Company will pay the Bank a letter of credit 
cammission fee equal to 1.00$ per annum of the amount available fram time 
to time under the letter of credit. In addition, the Company will pay a 
sum equal to .09$ of the amount available under the letter of credit as 
of its issuance date, 


The letter of credit may expire or be terminated prior to the maturity 
date of the Bonds and, in connection with such expiration or termination, 
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the Bonds would be subject to mandatory redemption on or prior to the date 
of expiration or termination of the letter of credit, subject to the right 
of owners of Bonds not to have their Bonds redeemed. Provisions may be 
made for extension of such letter of credit or for replacement thereof, 
upon its expiration or termination, by another letter of credit from the 


“game or a different bank. 


In order to secure the Company's obligation under the Sale Agreement and 
under the Reimbursement Agreement, the Company proposes to grant the Trustee, 
the Parish and the Bank a second lien, subordinate to the Company's Mortgage 
and Deed, on the Facilities. 


It is contemplated that the Bonds will be sold by the Parish pursuant to 
arrangements with the Underwriter and/or by private placement in a ne- 
gotiated sale. The Company will not be party to such underwriting ar- 
rangement or sales; however, the Sale Agreement will provide that the terms 
of the Bonds and their sale by the Parish shall be satisfactory to the 


Company. 


The Company has been advised that the annual interest rate on the Bonds, 
assuming an initial Rate Period of three years, can be expected at the 
time of issuance to be 4$ to 5$ lower than the rate on long-term (30 year) 
obligations of like tenor and comparable quality, interest on which is 
tax-exempt. Similarly, the annual interest rates on long-term tax-exempt 
obligations are expected at the time of issuance of the Bonds to be 1$ to 
2% lower than the rates on obligations of like tenor and comparable qualilty, 
interest on which is fully subject to Federal incame tax. 


The fees and expenses to be incurred in connection with the proposed trans- 
actions, in addition to those associated with the letter of credit, previously 
discussed, are estimated at $255,000. No state or federal commission, other 
than this Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of the application-declaration, as amended, has been 
given in the manner prescribed in Rule 23 promulgated under the Act (HCAR No. 
23257) and no hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provisions of the Act and rules 
thereunder, that said application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Office of Public Utility Regulation, pursuant 
to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 23332 / June 18, 1984 
In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas DT 


(70-6964) 


ORDER AUTHORIZING ISSUANCE AND SALE OF COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN; EXCEPTION FROM COMPETITIVE BIDDING 


Central and South West Corporation ("CSW"), a registered holding company, has 
filed a declaration with this Commission pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 ("Act") Kam Rule 50(a)(5) 


. thereunder. 


By orders entered in File No. 70-6529, CSW was authorized to issue and sell 
through December 31, 1985, not to exceed 4,000,000 shares of its authorized 
and unissued cammon stock, par value $3.50 per share, pursuant to CSW's 

Dividend Reinvestment and Stock Purchase Plan ("Plan"). As of December 31, 
1983, CSW has issued and sold pursuant to the Plan 3,261,199 shares of its 
common stock.  CSW now requests authority to increase the number of shares 
of common stock authorized to be issued and sold under the Plan by 2,000,000 
shares ("New Shares") to bring the total number of shares authorized to be 
issued and sold under the Plan to 6,000,000 shares. No other changes in the 
Plan are contemplated at this time. CSW states that since the effective date 
of the Plan, participation by shareowners has increased each year. Based on 
CSW's current estimate, approximately 2,702,702 additional shares will be 
issued under the Plan during the period January l, 1944 to December 31, 1985, 
resulting in a total requirement of 5,963,901 shares. Proceeds derived by 
CSW fram the sale of the New Shares will be applied through loans or equity 
contributions towards the continuing construction programs of CSW's sub- 
sidiary companies. An exception fram competitive bidding has been requested 
pursuant to Rule 50(a)(5). 


No state or federal cammission, other than this Commission, has jurisdiction 
over the proposed transaction. The fees and expenses to be incurred in 
connection with the transaction are estimated at $44,000. 


Due notice of the filing of said declaration has been given in the manner 
prescribed in Rule 23 pramulgated under the Act (HCAR No. 23258), and no 
hearing has been requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied: 


SEC DOCKET/ 1152 


IT IS ORDERED, pursuant to the applicable provisions of the Act and rules 
thereunder, that said declaration, as amended, be, and it hereby is, permitted 
to become effective forthwith, subject to the terms and conditions perscribed 
in Rule 24 pramulgated under the Act except that the time for filing the 
certification thereunder is extended as requested so as to allow filing on a 
quarterly basis. 


For the Commission, by the Office of Public Utility Regulation, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 23333/June 19, 1984 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York PPW 


( 70-6855) : 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE AND SALE OF COMMON STOCK PURSUANT 
TO DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN AND EMPLOYEE STOCK 
OWNERSHIP AND SAVINGS PLAN 


Allegheny Power System, Inc. ("APS"), a registered holding company, has 
filed with this Commission a post-effective amendment to the declaration 
in this proceeding pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Campany Act of 1935 ("Act") and Rule 50(a)(5) pramulgated there- 
under. 


The proposed transaction involves the issuance fram time to time by APS 
of not more than 2,270,110 shares of its authorized and unissued common 
Stock, par value $2.50 per share ("Additional Common Stock") pursuant to 
its Dividend Reinvestment and Stock Purchase Plan ("Dividend Plan") and 
its Employee Stock Ownership and Savings Plan ("ESOSP"). The ESOSP was 
formerly called the Tax Reduction Act Employee Stock Ownership Plan 
("TRASOP") and the Tax Credit Employee Stock Ownership Plan ("PAYSOP"). 
By order in this proceeding dated June 23, 1983 (HCAR No. 22985), APS was 
authorized to issue and sell an aggregate of 3,000,000 shares under the 
Dividend Plan and under the PAYSOP, of which 729,890 shares have been 
issued pursuant to the Dividend Plan and none pursuant to the PAYSOP as 
of March 31, 1984, the last date on which shares were issued under either 


of the Plans. 


The post-effective amendment states that the PAYSOP, effective July 1, 
1984, will become the ESOSP and will be comprised of a Stock Ownership 
Plan and a Savings Plan. The Stock Ownership Plan will be substantially 
identical in form and function to the PAYSOP. The Savings Plan is entire- 
ly new and is intended to permit employees to provide for their future 
through tax deferred pre-tax contributions (which are partially matched 
by employer contributions of APS cammon tok) and uec contributions. 
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would limit the Account to a sales load of 1 1/28 of purchase payments. In 
establishing that the requested relief meets the standards of Section 6(c) of 
the Act, Applicants assert, inter alia, the following general legal and policy 
grounds: (1) Section 12(d)(1)(F) contemplates a layering of sales loads aggre- 
poem to no more than 10$ (8 1/2% plus 1 1/28) of purchase payments, and 

icants propose an aggregate sales load of no more than 6% of purchase pay- 
ments;-(2) since the CDSL will be imposed in a diminishing amount and only upon 
withdrawal, and because annuity contracts are by their nature long term invest- 
ments, a significant majority of contractholders will not be subject to any 
sales load; (3) the Portfolio Funds will perform a valuable service to contract- 





owners analogous to a switching service; and (4) contractholders will have access 


to large, well-managed, publicly available mutual funds to fund their contracts, 
notwithstanding certain tax determinations by the Internal Revenue Service. 
plicants also assert that complying with the provisions of Section 12(d)(1)(F) 
(except for (ii) as noted above) and the above representations will resolve 
the concerns Section 12(d)(1) was intended to address: pyramiding of investment 
campany control, excessive advisory fees, and duplication of administrative 
charges and sales loads. 


NOTICE IS FURTHER GIVEN that any interested person wishing to request a hearing 
on the application may, not later than July 6, 1984, at 5:30 p.m., do so by 
submitting a written request setting forth the nature of his interest, the rea- 
sons for this request, and the specific issues, if any, of fact or law that are 
disputed, to the Secretary, Securities and Exchange Cammission, Washington, D.C. 
20549, A copy of the request should be served personally or by mail upon Appli- 
cants at the address stated above. Proof of service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be filed with the request. 
After said date an order disposing of the application will be issued unless the 
Commission orders a hearing upon request or upon its own motion. 


For the Cammission, by the Division of Investment Management, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Felease No. 13989 /June 18, 1984 











In the Matter of 






MERRILL LYNCH KECALP GROWTH INVESTMENTS 
LIMITED PARTNERSHIP 1982, et al. 

One Liberty Plaza 
165 Broadway 

New York, New York 10080 


— o » 一 


(811-3389) 
(811-3390) 
















ORDERS PURSUANT TO SECTION 8(f) OF THE ACT DECLARING THAT APPLICANTS 
HAVE CEASED TO BE INVESTMENT COMPANIES 















Merrill Lynch Kecalp Growth Investments Limited Partnership 1982, and 

' Merrill Lynch Kecalp Ventures Limited Partnership 1982 ("Applicants"), 
registered under the Investment Company Act of 1940 ("Act") as closed-end, 
non-diversified, management investment companies, each filed an application 
on September 22, 1982, for an order pursuant to Section 8(f) of Act, and 
Rule 8f-] thereunder, declaring that such Applicant has ceased to be an 
investment company as defined in the Act. 




















On May 18, 1984, a notice was issued (Investment Company Act Release 

No. 13951) of the filing of the applications. The notice gave interested 
persons an opportunity to request a hearing and stated that an order dis- 
posing of the applications would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 



















The matters have beer : »nsidered, and it is found on the basis of information 
stated in the applications, that Applicants have ceased to be investment 


companies. Accordingly, 














IT IS ORDERED, pursuant to Section 8(f) of the Act, that the registrations 
of Merrill Lynch Kecalp Growth Investments Limited Partnership 1982 and 
Merrill Lynch Kecalp Ventures Limited Partnership 1982 under the Act forthwith 
cease to be in effect. | 











For the Commission, by the Division of Investment Management, pursuant to 
delegated authority. 





George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No.13997 /June 18 , 1984 













In the Matter of 


HUTTON INVESTMENT SERIES INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-5004) — M 









ORDER PURSUANT TO SECTION 6(c) OF THE ACT AMENDING A PREVIOUS ORDER 
GRANTING EXEMPTIONS FROM THE PROVISIONS OF SECTIONS 2(a)(32), 2(a)(35), 
2(a)(41), 22(c) AND 22(d) OF THE ACT, AND RULES 2a-4 AND 22c-1 THEREUNDER 








Hutton Investment Series Inc. ("Applicant"), registered under the Investment 
Company Act of 1940 ("Act") as an open-end, diversified, management invest- 
ment company of the series type, filed an application on March 20, 1984, for 
an order of the Cammission, pursuant to Section 6(c) of Act, granting addi- 
tional relief from Section 22(d) of the Act by amending a previous order of 
the Cammission which, as amended, exempts Applicant, pursuant to Section 6(c) 
of the Act, fram the provisions of Sections 2(a)(32), 2(a)(35), 2(a)(41), 
22(c) and 22(d) of the Act, and Rules 2a-4 and 22c-1 thereunder, and thereby 
permits Applicant (1) to value the assets of its Short Term Investment Series 
pursuant to the amortized cost method of valuation, and (2) to impose a 
contingent deferred sales charge upon redemption of its shares under certain 
circumstances and subject to certain waiver provisions. 






[Release No. 13998; File No. 812-5818] 


Great-West Life & Annuity Insurance 
Company, et al.; Filing of Application 
Granting Exemptions 


June 19, 1964. 

Notice is hereby given that Great- 
West Life and Annuity Insurance 
Company ("GWL&A"), 1675 Broadway, 
Denver, Colorado 80202, Futurefunds 
Series Account (“Series Account"), a 
separate account of GWL&A registered 
under the Investment Company Act of 
1940 ("Act") as a unit investment trust, 
and The Great-West Life Assurance 
Company ('"Great-West") the principal 
underwriter of the Series Account 
(collectively, "Applicants"), filed an 
application on April 9, 1984 and an 
amendment thereto on June 11, 1984 for 
an order pursuant to section 6(c) of the 
Act granting exemptions from the above 
referenced provisions of the Act and 
regulations thereunder, to the extent 
necessary to permit transactions 
described in the application. All 
interested persons are referred to the 
application for the complete 
representations of the Applicants, which 
are summarized below, and are referred 
to the Act and Rules thereunder for a 
statement of the relevant provisions. 

Applicants propose that they be 
granted an exemption from sections 
26(4) and 27(c)(2) to allow as a 
deduction from the contract value: (1) A 
daily charge for mortality and expense 
risks equal on an annual basis to 1.25% 
of daily net assets (approximately .25% 






















On May 16, 1984, a notice was issued of the filing of the application (Invest- 
ment Company Act Release No. 13945). The notice gave interested persons an 
opportunity to request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing should be ordered. 
NO request for a hearing has been filed, and the Commission has not ordered 

a hearing. 





























The matter has been considered and it is found, on the basis of the information 
set forth in the application, that amendment of the previous order and the 
granting of the requested exemption are appropriate in the public interest 

and consistent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. Accordingly, 









IT IS ORDERED, pursuant to Section 6(c) of the Act, that the application 
for an amendment of the previous order and for exemption from the provisions 
of Sections 22(d) of the Act, to the extent requested be, and hereby is, 
granted, effective forthwith. 













For the Cammission, by the Division of Investment Management, pursuant to 
delegated authority. 








George A. Fitzsimmons 
Secretary 
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of expense risks and 1.00% for mortality will be protected by the safeguards and 


risks); (2) an annual charge of $60 for conditions described in the application 

contract maintenance; (3) a $10.00 and that requiring the issuance of fund 

charge for a transfer (apart from thefirst — certificates would impose an 

two in a calendar year) from or to the unnecessary administrative burden. 

Variable Sub-Accounts; and (4) a charge Notice is further given that any 

for premium taxes. interested person wishing to request a 
With respect to (1) above, Applicants hearing on the application may, not later 

assert that the mortality and expense than July 13, 1984, at 5:30 p.m., do so by 

risk charge is consistent with the submitting a written request setting 

protection of investors standard set forth the nature of his interest, the 

forth in section 6(c) as it is reasonable reasons for this request, and the specific 


as determined by industry practice with issues, if any, of fact or law that are 
respect to comparable annuity products. disputed. to the Secretary, Securities 
Applicants represent that they have and Exchange Comission, Washington, 
reviewed publicly available information | D.C. 20549. A copy of the request should 
about similar industry practices, taking be served personally or by mail upon 


into account such factors as current Applicants at the address stated above. 
charge levels, existence of charge level Proof of service (by affidavit or, in the 
guarantees, and guaranteed annuity case of an attorney-at-law, by 

rates. They further represent that the certificate) shall be filed with the 

data supporting and setting forth this request. After said date an order 


conclusion will be maintained on file at disposing of the application will be 
GWL&A's administrative offices. issued unless the Commission orders a 


Applicants acknowledge that some | hearing upon request or upon its own 
portion of the mortality and expense motion. 
risk charge may be utilized to meet sales For the Commission, by the Division of 
expenses which exceed the contingent | Investment Management, pursuant to 
deferred sales charge which may be delegated authority. 
imposed. . l George A. Fitzsimmons, 

In this connection, GWL&A represents Secretary. 
that it has concluded th2? there is a- [FR Doc. 84-16857 Filed 6-22-84; 8:45 am] 
reasonable likelihood that the Series BILLING CODE 6010-01-4 


Account's distribution financing 
arrangement will benefit the Account , 
and contractowners and that it will 
maintain and make available to the 
Commission upon request a 
memorandum setting forth the basis ,sf 
this representation. The Series Account 
represents that it will invest only in 
open-end management companies which 
have undertaken to have a board of 
directors with a disinterested majority 
formulate and approve any plan under 
Rule 12b-1 to finance distribution 
expenses. 

With respect to (2) and (3) above, 
Applicants assert that these charges 
have been set at levels no higher than 
the estimated actual costa of 
administering the contracts and are not 
expected to exceed the actual expenses 
incurred. With respect to (4) Applicants 
represent that GWL&A will deduct any 
such tax when incurred. 

Finally, Applicants request exemption 
from sections 26(a) and 27(c)(2) to the 
extent necessary to permit GWL&A to 
hold assets of the Series Account under 
an agreement that does not create a 
trust and to hold the securities of the 
Maxim Series Fund (of any other open- 
end management company underlying 
the Series Account) in open account in 
lieu of stock certificates. Applicants 
represent that the assets of the Series 
Account and the Maxim Series Fund 





INVESTMENT COMPANY ACT OF 1940 
Release No. 13999 / June 20, 1984 





























In the Matter of 





THE LOWRY FUND,. INCORPORATED 
Suite 312 

419 Boylston Street 

Boston, Massachusetts 02116 













(811-2682) 












































ORDER PURSUANT TO SECTION 8(f) OF THE ACT DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 








The Lowry Fund, Incorporated ("Applicant"), registered under the Investment 
Company Act of 1940 (the "Act") as an open-end, diversified management 
investment company, filed an application on November 10, 1983, and an 
amendment thereto on May 21, 1984, for an order of the Commission pursuant 


to Section 8(f) of the Act, declaring that Applicant has ceased to be an 
investment company. 




































On May 24, 1984, a notice (Investment Company Act Release No. 13961) was 
issued of the filing of that application. The notice gave interested 























































The matter has been considered, and it is found, on the basis of the 


information stated in the application, that Applicant has ceased to be an 
investment company. Accordingly, 





IT IS ORDERED, pursuant to Section 8(f) of the Act, that Applicant's 
registration under the Act shall forthwith cease to be in effect. 







For the Commission, by the Division of Investment Management, pursuant to 
delegated authority. 

































George A. Fitzsimmons 
Secretary 
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Simultaneously with the filing of the Complaint, a Final 
Judgment was entered by the United States District Court, 
permanently restraining and enjoining Datapoint from violating 
(1) the periodic reporting provisions contained in Section 

^7 (a) of the Exchange Act, and Rules 12b-20, 132-1, and 13a-13 
thereunder; and (2) the accounting provisions contained in 
Section 13(b)(2) of the Exchange Act. 
was entered, simultaneously with the filing of the Complaint, 
permanently restraining and enjoining Thornton from violating 
or aiding and abetting violations of (1) the antifraud provisions 
of Section 10(b) of the Exchange Act, and Rule 10b-5 thereunder, 
(2) the periodic reporting provisions of Section 13(a) of the 
Exchange Act, and Rules 12b-20, 
and (3) the accounting provisions of Section 13(b)(2)(A) of the 
Exchange Act and Rule 13b2-1 thereunder. 
consented to the entry of these Final Judgments without admitting 
or denying the allegations in the Complaint. 


Litigation Release No. 10419 / June 18, 1984 


















) AUDITING ENFORCEMENT 
/June 18, 









absence of an express or implied agreement that customers would 

accept and pay for such partial shipments of merchandise, 
the recognition of sales revenue on shipments of merchandise 

for which the orders had been cancelled by customers, which 
ancellation was known to Datapoint prior to the time of shipment, 

the recognition of sales revenue on a shipment of merchandise 

hich Datapoint had not entered into a sales agreement, and 
(v) the recognition of sales revenue during the fourth quarter 

of Datapoint's 1981 fiscal year on shipments of merchandise 

which occurred during the first two days of Datapoint's 1982 

The Complaint also alleges that Thornton knowingly 

participated in a substantial number, but not all, of these 
improper revenue recognition practices through among other 

things, misrepresenting that customers had agreed to accept 
shipments, and directing that shipments be made to customers 

who had not authorized such shipments. 





ease No. / June 18, 





SECURITIES AND EXCHANGE COMMISSION v. 


AMERICAN PRINCIP 
HOLDINGS, INC., Unite IFALS 


tates District Court for the 
District of California, Civil Action No. 84-1383-N(M) 


DATAPOINT CORPORATION and 
outhern 


'ON (United States District Court for the Western 
:Xas,-Givil Action No. SA 84CA1187) 


) EXCHANGE COMMISSION v. 























A Final Judgment also 

























Irving M. Einhorn, Re 
Regional Office of 
announced that on June 7, 1984, 
United States District Court fo 
California, alleging that Americ 
("APHI"), a corporation located 
lated Sections 5(a), 
1933 and Section 10b-5 of the Securit 
and Rule 10b-5 thereunder. 


gional Administrator for the Los Angeles 
Exchange Commission 
a complaint was filed in the 
r the Southern District of 
an Principals Holdings, Inc. 
in Del Mar, California, vio- 
5(c) and 17(a) of the Securities Act of 
ies Exchange Act of 1934 


ities and Exchange Commission ("Commission") 

filing of a Complaint in the United States District 
Western District of Texas against Datapoint 
Datapoint") and John V. Thornton ("Thornton"). 

ed in San Antonio, Texas specializes in manufacturing, 
| servicing computers, computer communication networks, 
elephone systems. 
| was director of eastern operations of Datapoint's 
sion from February 1981 until January 1982. 
'e president of sales for Datapoint from June 1981 


the Securities and 





















fiscal year. 








and 13a-13 thereunder, 















Datapoint and Thornton 


Thornton, a resident of Bay 
















































The Complaint alleges that the conduct described above 
resulted in Datapoint filing with the Commission and reporting 
false and misleading financial 
actual results of Datapoint's 
and for the third and 
According to the Complaint, 
Annual Report to Shareholders over- 
year by approximately $22,100,000, 
approximately $5,000,000. 





which seeks in 
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engaged in an inte 
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investors. 


The complaint, junctive and other ancillary 
ough March 31, 
seven wholly-owned 
grated interstate offering of non-exempt, 
ities in the form of limited partnerships 
ebentures purportedly providing substantial 
well as capital gains and current income to 
The complaint further alleges that in the offer 
and sale of such securities, APHI made untrue statements of 
material facts and omitted to state mater 
in order to make the statements made, 
stances under which they were made, 
the actual use of 
complaint alleges: 









1984, APHI, 


to its shareholders materially 
subsidiaries, 


Statements which concealed the 
operations for its 1981 fiscal 
fourth quarters of that fiscal 
Datapoint's 1981 Form 10-K and 
stated revenues for the fiscal 
and overstated net earnings by 
Form 10-K and Annual Report also allegedly overstated revenues 
for the fourth quarter of 1981 by approximately $19,000,000, 

and overstated net earnings for that quarter by approximately 

The Commission also alleges that Datapoint's 

Interim Report on Form 10-Q for the third quarter of its 1981 
fiscal year overstated revenues for the quarter by approximately 
$4,750,000, and overstated third quarter net earnings by approxi- 
mately $1,400,000. 


ssion's Complaint alleges that Datapoint committed ` 
the periodic reporting and accounting provisions through 
les Exchange Act of 1934 
violated the antifraud, periodic reporting, and 


visions of the Exchange Act. 













("Exchange Act"), and 







































aint further alleges that Datapoint, aided and 

in an effort to achieve sales 
rgets set by Datapoint management, and in order 

| report to shareholders increases in earnings under 
involving declining national economic conditions 
rate of demand for Datapoint's products, engaged 

= conduct which resulted in the improper recognition 


thereby concealing the actual operating 
It is alleged that 


revenues 


ial facts necessary 
in light of the circum- 
not misleading concerning 
In that 


rnton and others, 


















that APHI did not disclose to investors 
that their funds would be commingled with funds in other 
limited partnerships; that investors' funds would be used to 
finance other partnerships in need of funds; 
cipals would borrow investors' 

expenses; that general partners' 
existing partnerships depended u 
tor's funds; 
































Datapoint, 
nancial condition of Datapoint. 
materially overstated its net income, 
ted accounts receivable and items in its financial 
tained in its annual and quarterly reports. 
ges that this conduct included, 
e recognition of sales revenue on shipments 
advance of scheduled delivery dates in the 
implied agreement that customers could 
for such prematurely shipped merchandise, 
n of sales revenues on "partial" shipments of 
ntaining only part of a customer's order, 













that APHI prin- 
funds for their own personal 
ability to carry many of the 
pon the influx of new inves- 
that the general partners would routinely take 
unauthorized, interest free loans from investors' funds; that 
down-payments made for real estate and 
would be less than disclosed; 
such acquisitions would be greater than disclosed. 
this offering, 
windmills, 







The Complaint further alleges that, commencing in February 
1981, Datapoint and Thornton, variously, violated or aided and 
abetted violations of the accounting provisions of the Exchange 
Act by keeping or causing Datapoint to keep inaccurate records 
and accounts regarding, among other things, revenues, certain 
expenses, net earnings, earnings per share, accounts receivable, 
and certain related accounts. 
alleges that, commencing in February 1981, Datapoint also failed 
to devise and maintain an adequate system of internal accounting 
controls sufficient to assure the proper recordation of revenue 
under circumstances where Datapoint's marketing division was 
engaged in unusual and aggressive sales practices. 


Accounting and Auditing Enforcement 
31 / June 18, 









Release No. 











among other 
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and that financing required for 





express or 


inventories, The Complaint also 



















Through 






interests 
horsebreeding and equipment leasing, APHI raised 
approximately $70 million from more 
nationwide. 


involved 






than 2,500 investors 












Finally, the complaint seeks appropriate ancillary relief. 
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Litigation Release No. 10420 / June 18, 1984 


SECURITIES AND EXCHANGE COMMISSION V. SIERRA LIFE IN 
al., United States District Court for the District c 
Action No. 78-1016. 


Jack H. Bookey, Administrator of the Seattle Re 
of the Securities and Exchange Commission, announced 
30, 1984 the Honorable Ray McNichols, United States 
Judge for the District of Idaho granted the Commissi 
permanent injunction by default against Dalhar Corpc 
Oklahoma corporation. 


The Commission's complaint in this action was f 
January 6, 1978. It alleged that Dalhar Corporation 
other defendants had violated, and aided and abetted 
various anti-fraud, reporting and proxy provisions c 
securities laws and rules in connection with the sal 
of stock of Greater Idaho Corporation (now Tiara Cor 
Idaho corporation) and Sierra Life Insurance Company 
Falls, Idaho. 


Litigation Release No.10421 / June 18, 1984 


SECURITIES AND EXCHANGE COMMISSION V. NORTH AMERICAN 
CORPORATION, et al., United States District Court fo 
of Idaho, Civil Action No. 83-4164 


Jack H. Bookey, Administrator of the Seattle Regiona 
the Securities and Exchange Commission, announced th 
1984 at Boise, Idaho the Honorable Marion J. Callist 
States District Court Judge for the District of Idah 
Commission a decree of permanent injunction against 
Eastman of Orem, Utah and North American Internation 
Corporation, a Utah corporation.. 


The decree of permanent injunction was entered with 
Eastman and North American. International Corporation 
admitting or denyinq the allegations of the Commissi 
complaint, which was filed on November 9, 1983, and 
that Eastman and North American International Corpor 
together with two other defendants, had violated and 
abetted violations of registration and anti-fraud pr 
federal securities laws, and Rule 10b-5 under the Se 
Exchange Act of 1934 in connection with the offer an 
promissory notes, evidences of indebtedness and inve 
contracts issued by the defendants. 
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The Complaint alleges that certain o 











LITIGATION RELEASE NO. 10422 / June 19, 1984 
tial h 
Securíties and Exchange Commission v. Chadron Energy Corporation, POPLINE. 50. 199850 PETES Ses, POETS 
et al. (United States District Court for the Dístrict of Columbia 
Civil Action No. 84-1866) 
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potential purchasers and offered to arrange 





































































































The Commission announced today the filing of a Complaint 
for Permanent Injunction and Other Equitable Relief against 
Chadron Energy Corporation ("Chadron"), Dennis R. Staal 
("Staal"), Thomas R. Landers ("Landers"), William G. Scheopner 
("Scheopner^), Gordon L. Larson ("Larson"), William J. Blough 
("Blough"), George R. Wulf ("Wulf"), Craig K. Madson ("Madson"), 
Leslie W. Hawkey, Jr. ("Hawkey"), Loy C. Banks ("L. Banks") and 
Joe D. Banks (^J. Banks"). The Complaint seeks to enjoin the 
defendants from further violations of the antifraud provisions of 
the Securities Act of 1933 ("Securities Act") and the antifraud, 
reporting, beneficial ownership reporting and ownership reporting 
provisions of the Securities Exchange Act of 1934 ("Exchange 
Act”). Simultaneous with the filing of the Complaint, Chadron, 
Scheopner, Larson, Blough, Wulf, Madson, Hawkey, L. Banks and 


protect the purchasers against loss through 


gional Office 
options. The put options provided that the 


| that on Mav 
District Court 
on a decree of 


ration, an to the principal plus interest on the loan. 


iled on 

, and seventeen 
violations of 

f federal 

e and purchase 

poration, an 


offering to acquire FNBC. 


offering was successfully completed in post 






















of Twin J. Banks consented to the entry of Final Judgments of Permanent 
Injunction and Other Equitable Relief without admitting or denying purchased in the public offering through the extension of loans 
the allegations contained in the Commission's Complaint. The and execution of the options. The Complaint also alleges that the 
litigation is continuing with respect to Staal and Landers. consolidated financial statements of Chadron and its subsidiary 
FNBC included in its 1980 and 1981 annual reports were materially 
The Complaint false and misleading in that Chadron improperly included in its 
reports shareholders' equity of approximately $1.1 million from 
The Complaint alleges that Chadron was incorporated in the sale of Chadron securities to persons who purchased stock in 
Nebraska in July 1979 for the purpose of becoming a bank holding the public offering with loans extended by 
company and subsequently acquired the First National Bank of disclose the full facts and circumstances relating the extension 
| INTERNATIONAL PORRAS 
Chadron ("FNBC"). Wulf served as Chairman of the Board of Chadron of such loans. 






r the District 
| from July 1979 through March 1982. Staal, Landers, Scheopner and 


Larson served as directors of Chadron from July 1979 through March 
1981.  Blough served as president and a director from May 1980 
through May 1981. Madson is currently the Chairman of the Board, 
chief executive officer and president of Chadron.  Hawkey served 
as a director and vice-president of Chadron from September 1981 
through July 1983. L. Banks and J. Banks are residents of 
Gillette, Wyoming. | 


The Complaint alleges that Landers, 


l Office of failing to file a statement on Schedule 13D 


at on June 7, 
er, United 

O, granted the 
Gerald Lee 

al 


above. The Complaint further alleges that 
while acting as a group for the purpose of 






































































The Complaint alleges that on or about May 12, 1980 Chadron 
commenced a public offering of securities, the proceeds of which 
were to be used for the purpose of acquiring the stock of FNBC 


the consent of 
which defendants Staal, Larson, Landers, Scheopner, Wulf and one 


, without 

on's other person had previously acquired. The offering was for a reports as required by Section 16 of the Ex 
which alleged minimum of 25,000 units and a maximum of 30,000 units at $100 per 

ation, unit, each unit consisting of 1000 shares of Chadron common stock Terms of the Settlement 












and warrants to purchase 200 shares. The registration statement 


aided and 
further provided that the first 25,000 units were to be offered on 


ovisions of 
























Chadron, without admitting or denyin 


curities an all or none basis and that if 25,000 units were not sold all 
d sale of monies would be refunded to investors. The Complaint further a Final Judgment of Permanent Injunction restraining and enjoining 
stment alleges that in or about June 1980, Chadron became aware that its the company from further violations of Sect 


Securities Act and Sections lO(b) and 13(a) 
and Rules 10b-5, 10b-9, 12b-20 and 13a-1 th 
Judgment also orders Chadron to comply with 


underwriter was unable to sell the minimum number of units, and 
that Chadron failed to comply with the terms of the offering which 
provided for a return of funds to investors in the event that the 
minimum number of shares were not sold. 
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f the directors of 


Chardon formulated a plan, in which the remaining directors 


of Chadron securities. 


The Complaint further alleges that two directors, with the 


with a group of 
financing for the 


purchase of Chadron securities through loans extended by FNBC, 
which the defendant directors controlled, and further offered to 


the execution of put 
directors of Chadron 


would purchase the Chadron securities from each buyer 
approximately one year from the date of purchase at a price equal 
The Complaint further 
alleges that Chadron failed to disclose the financing of purchases 
of Chadron units through the extension of loans and the execution 
of the options, closed the offering and used the proceeds of the 


The Complaint further alleges that Chadron stated that the 
-effective amendments 


to the registration statement and in annual reports filed with the 
Commission, but failed to disclose the financing of units 


FNBC, and failed to 

















Staal, Scheopner, 


Larson and Wulf violated the beneficial ownership provisions by 


following the 


purchase, as a group, of 1,300,000 shares of Chadron common stock 
pursuant to the exercise of one of the option agreements described 


L. Banks and J. Banks, 
acquiring, holding, 


voting or disposing of more that’ five percent of the securities of 
Chadron, failed to file a statement on Schedule 13G. The 
Complaint further alleges that Landers, Staal, Scheopner, Larson 
and Hawkey while officers, directors or beneficial owners of more 
than ten percent of Chadron common stock, failed to file ownership 


change Act. 


g the allegations 


contained in the Commission's Complaint, consented to the entry of 


ion 17(a) of the 

of the Exchange Act 
ereunder. The Final 
its undertakings to 



















































































































Litigation Release No. 10424 /June 19, 1984 





disgorge to shareholders other than defendants in this action any 
funds or damages awarded to or recovered by Chadron through 
litigation, assignment or pledge of any claims, legal actions or 
judgments relating to the sale of stock of Chadron's subsidiary 
bank, FNBC, or to the acts, practices and courses of conduct of 
Chadron, its subsidiaries and its officers and/or directors; 
provided, however, that Chadron may retain and use funds for 
certain stated purposes and to file a current report on Form 8-K 
disclosing all material facts and circumstances relating to the 
public offering of securities by Chadron and to summarize the 
allegations contained in the Complaint and the settlement of this 
matter. 































Securities and Exchanae Commission v. Cecil H. Butcher, Jr., et al 
(Eastern District oF Tennessee, Northern Division, Civil Action No. 


3-84-83) 
































































Michael K. Wolensky, Administrator of th ional 

01 e Atlanta 
2c of the Securities and Exchange Commission, announced C" on 
ns ^» 1984, the Honorable Thomas G. Hull, United States District 
udge for the Eastern District of Tennessee, Northern Division, is- 




















The individual defendants settling this matter consented to 
the entry of Fina] Judgments of Permanent Injunction and Other 
Equitable Relief without admitting or denying the allegations 
contained in the Commission's Complaint. Defendants Scheopner and 
Larson were enjoined from further violations of Section 17(a) of 
the Securities Act and Sections 10(b), 13(d) and 16(a) of the 
Exchange Act and Rules 10b-5, 10b-9, 13d-1 and 16a-1 thereunder. 
Defendant Wulf was enjoined from further violations of Section 
17(a) of Securities Act and Sections 10(b) and 13(d) of the 
Exchange Act and Rules 10b-5, 10b-9 and 13d-1 thereunder. 
Defendant Blough was enjoined from further violations of Section 
17(a) of the Securities Act and Section 10(b) and Rules 10b-5 and 
10b-9 thereunder. Defendant Madson was enjoined from aiding and 
abetting further violations of Section 13(a) and Rule l3a-] 
thereunder. Defendants L. Banks and J. Banks were enjoined from 
further violations of Section 13(g) and Rule 13d-1 thereunder. 
Defendant Hawkey was enjoined from further violations of Section 
16(a) and Rule 16a-1 thereunder. 










Crabtree, without admitting or denying the allegations in the 


Commission's Complaint consented to th 
e ent i 
of Permanent Injunction. ry of the Final Judgment 


































Defendant Crabtree, in connection with the 
| - € offer and 
em certificates of Southern Industrial Banking A 
: IBC ) ， was enjoined from makinq misrepresentations of material 
acts, including but not limited to the following: 





































l.  misrepresenting the financial condition of SIBC; 













3. misrepresenting the extent of the transactions between 


SIBC and its officers directors, controlli 
ers, and their affiliates; | — 
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Securities and Exchange Commission v. Greater Heritage Corporation 
United States District Court for the District of Columbia, 
Civil Action No. 84-1474 





4. misrepresenting the value of the assets of SIBC; 


5. misrepresenting SIBC's capital; 































The Commission announced that on June 19, 1984, the United 
States District Court for the District of Columbia entered a 

Final Judgment of Permanent -Injunction against Greater Heritage 
Corporation ("Heritage") of Lincolnwood, Illinois, restraining 

and enjoining Heritage from failing to file timely periodic 
reports and ordering Heritage to file its delinquent Form 10-Q 
Quarterly Report for its fiscal quarter ended March 31, 1984, 
within ten days after the entry of the Final Judgment of Permanent 
Injunction in this action. Heritage is primarily engaged in 
various aspects of the property and casualty insurance business. 
The Commission, in its Complaint filed on May 11, 1984, alleged 
that Heritage, as part of a continuing course of violative conduct 
extending over several years, failed to file timely with the 
Commission certain Annual and Quarterly Reports required to 

have been filed. Heritage, consenting to the entry of the 
Court's judgment, admitted that it had filed reports in an 
untimely manner on 14 separate occasions and had failed to 
file Notification of Late Filing on ten separate occasions. 


6. misrepresenting SIBC's earnings; 






















7. failing to provide financial information; 


8.  omitting to provide material inf i 
ormation ۱ y 
financial condition; — — 


9. omitting material information concerning transactions or 
loans between SIBC, its officers, directors, controlling 
shareholders or their affiliates; and 
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10. omitting information concerning loans made by STRC in 
excess of statutory limits. 





The remaining defendants, Cecil H. Butcher, Jr., James E. 
Steiner, and David G. Payne continue to litigate this matter. 
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Securities and Exchange Commission v. First Interwest Securities 
Corporation, USDC, Colorado, Civil Action No. 84-JM-1179 











Robert H. Davenport, Administrator of the Denver Regional Office of the 
Securities and Exchange Commission, announced that on June 7, 1984 the 
Honorable John Moore, United States District Judge for the District of 
Colorado, entered an order permanently enjoining First Interwest Securities 
Corporation (First Interwest), a broker-dealer whose principal office is in 
the Denver, Colorado area, from future violations of Section 15(c)(3) of 
the Securities Exchange Act of 1934 and Rule 15c3-1 thereunder, the net 
capital rule as prayed for in the Commission's complaint filed on June P 
1984. First Interwest consented to the entry of the order without 
admitting or denying the allegations. 


Also, simultaneously with the filing of the Commission's complaint, the 
Securities Investor Protection Corporation filed, and First Interwest 
consented to, an application for the issuance of a protective decree and 
appointment of a trustee pursuant to the Securities Investor Protection Act 
of 1970. Judge Moore appointed Glen E. Keller of the law firm of Davis, 
Graham & Stubbs, trustee for the liquidation of the business of First 
Interwest. 
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LITIGATION RELEASE NO. 10426 / June 1984 


20 ' 
SEC v. Stephen G. Karanzalis, Aaron L. Lerman, Alfred T. 
Salvatore, Jr., Steven Crow, Kenneth Petricig, Stephen L. Wallis 
and Sharon Willey, 84 Civ. 2070 (CLB) (S.D.N.Y.) 














Anne C. Flannery, Associate Regional Administrator for 
Enforcement of the Securities and Exchange Commission's New York 
Regional Office ("NYRO") announced that on June 15, 1984, the 
Hon. Charles L. Brieant of the United States District Court for 
the Southern District of New York signed orders preliminarily 
enjoining defendants Stephen G. Karanzalis ("Karanzalis"), Aaron 
L. Lerman ("Lerman"), Alfred T. Salvatore, Jr. ("Salvatore") and 
Steven Crow ("Crow") from further violations of Sections 10 (b) 
and 14(e) of the Securities Exchange Act of 1934 and Rules 10b-5 
and 14e-3 promulgated thereunder. The orders also froze certain 
assets of the defendants derived from illegal trading in certain 
securities. 





Karanzalis is a suspended registered representative with 
Paine, Webber, Jackson & Curtis & Co., Inc. in New York City. 
He was formerly associated with Prudential-Bache Securities, Inc. 
("Bache"). Lerman is a former registered representative with 
Bache and Gruntal & Co. in New York. Salvatore and Crow were, 
respectively, a document proofreader and word processing operator 
and supervisor with the New York City law firm of Skadden, Arps, 
Slate, Meagher & Flom ("Skadden Arps"). The Commission's First 
Amended Complaint charges these four and three other defendants 
with engaging in a scheme to misappropriate confidential, mate- 
rial non-public information from Skadden Arps concerning proposed 
tender offers or business combinations and to trade on and convey 
such information to others, prior to public announcement. 


The defendants consented to the orders of preliminary 
injunction without admitting or denying the allegations in the 
First Amended Complaint. 
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